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SIGNIFICANT CURRENT TRENDS IN MARKETING 


The Committee on Significant Current Trends in Marketing was appointed by 
President Cowan to survey the major portions of the marketing field from a broad point 
of view and to answer the general question ‘“‘Whither marketing?” This appealed to all 


members of the Committee as an interesting experiment, and each was asked to write 
one section of the report. If this report seems worth while to the membership it is expected 


that similar reports will be made from year to year. 


Frep E. Ciark, Chairman 
Northwestern University 
November 15, 1940. 


SOME CURRENT DEVELOPMENTS IN AGRICULTURAL 
MARKETING 


H. E. ERDMAN 
University of California 


DECADE ago mild interest was stirred 

by glowing reports on the use of 

the auction methods of marketing eggs 
at country points in New Jersey. The 
plan was so successful that it has spread 
to other northeastern states until in Au- 
gust 1940 there were 29 of these auc- 
tions in operation, most of them sell- 
ing eggs, and some selling eggs and 
poultry. Interest was renewed within the 
past year by the establishement of one 


of these auctions not far from Chicago 
because its appearance marked the ex- 
pansion of the method into new terri- 
tory. 

These auctions are apparently proving 
to be of particular value where commer- 
cial egg and poultry producing areas lie 
near suburban consuming centers. The 
principal class of buyers is commonly the 
group of peddlers serving near-by sub- 
urban consumers. The auctions thus 


213 








214 


THE FOURNAL OF MARKETING 





constitute a “shorter trade channel” for 
such producers. Since the sales are by 
lot numbers assigned to individual pro- 
ducers, the method favors those pro- 
ducers who regularly supply products of 
superior quality and apparently attracts 
peddlers dealing primarily with high 
income consumers. 

Another development in the use of 
auctions was a series of “‘country’”’ wool 
auctions held during the past summer 
and fall in a number of western points 
including Denver, Colorado; Ogden, 
Utah; Miles City and Billings, Mon- 
tana; Portland, Oregon; and Stockton, 
California. The sales held in the sum- 
mer were only moderately successful 
since they occurred in a period of weak 
wool prices. Only about a fourth of the 
offerings of nearly 15,000,000 pounds 
were actually sold at the summer auc- 
tions since most of the bids did not reach 
grower reserve prices (they call them 
“upset” prices). The sales held in Oc- 
tober were distinctly more successful 
according to early reports. 

Developments with so-called “Orderly 
Marketing Programs” deserve a para- 
graph. Most of these are confined to 
California specialty crops. Growers in 
other sections apparently do not find 
these plans attractive, if we are to judge 
by the fact that potato growers disap- 
proved of the plan a year ago as did 
northwestern apple growers this year. 
On the other hand, California producers 
of prunes, raisins, and Tokay grapes un- 
dertook new programs this year. Among 
old ones that continued were those affect- 
ing walnuts, California and Arizona or- 
anges, deciduous tree fruits, and control 
schemes for canning asparagus, peaches 
and pears. 

In the case of the California lemons, 
the voluntary scheme operated by the 
California Fruit Growers Exchange has 
been continued while a losing battle was 





fought in the courts to establish a con- 
trol under the California Prorate Act. 
It now appears that a lemon control plan 
may be developed under the Federal 
Marketing Agreements Act. 

One of the newer developments is the 
increased application of surplus removal 
plans to the Orderly Marketing pro- 
grams under what is now the Surplus 
Commodities Administration. Govern- 
ment aid in surplus disposal has ob- 
viously made such “orderly marketing” 
plans more attractive. Portions of com- 
modities so purchased are supplied to 
the low income groups through such 
plans as the school lunch program, the 
food or cotton stamp plan, or by direct 
relief. 

The development of the food stamp 
plan and later of the cotton stamp plan 
has attracted particular attention. The 
food stamp plan is a unique device for 
augmenting the purchasing power of 
relief persons and at the same time di- 
recting this into the purchase of goods 
designated as “surplus.” In brief, per- 
sons on relief are permitted to buy of the 
government limited quantities of orange 
stamps with which are issued free a 
quantity of blue stamps. The orange 
stamps are good for any food purchases; 
the blue ones only for purchase of “‘sur- 
plus” foods. Any grocer may accept 
stamps in payment and turn them into 
the appropriate agency for redemption 
from public funds designated “surplus 
removal.” 

The increasing use of refrigerator 
locker plants is one of the notable devel- 
opments which has continued to gain 
momentum during the year. The idea 
itself is not new. It is reported that a 
Pacific Coast storage plant rented space 
to local patrons as early as 1903. Re- 
cently the movement has spread until 
early in 1940 a survey indicated that 
there were over 2,000 locker plants in 
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operation. One feature of recent date 
which seems to make the plan “go” is its 
relation to the frozen foods industry. 
Quick freezing lends keeping quality to 
a wide variety of products when frozen 
close to the source of production. Feasi- 
bility depends largely on whether locker 
patrons have cheap produce available. 
At any rate here is an industry based on 
a revolutionary change in marketing 
methods for those parts of our perishable 
food supply to which the method is 
applicable. How far it may go is just 
now a matter of speculation. Of late it is 
said that new plants are being estab- 
lished at the rate of 50 a month. 

In the cities, frozen foods have con- 
tinued to make rapid progress. A strik- 
ing development is the establishment of 
a plan in some eastern cities for direct- 
to-the-home service via a fleet of frozen 
food trucks. 

Experimenting is under way with 
what is known as a “jumbo’”’ refrigerator 
car in which the new feature is the elim- 
ination or partial elimination of the 
ice bunkers at the ends with the ice 
bunkers of a new type at the top of the 
car. A trial shipment of 924 boxes of 
Sunkist oranges was reported last Sep- 
tember. A disadvantage of the car may 
be its large size which rules it out of 
small markets. However, the car is com- 
posed of a double compartment which 


permits one compartment to carry its 
load under full icing, while the other 
may go under some other type of icing. 
Whether the new car is feasible, the new 
principle of having ice high in the car 
seems well established. A modification 
of the idea which has grown in popular- 
ity is the practice of “top icing” with 
“‘snow ice” blown onto the top of vege- 
tables. 

Increased attention to “eye appeal” 
by the development of consumer pack- 
ages or by other means has featured the 
fruit and vegetable industries. The prac- 
tice of washing and drying potatoes is 
now widespread. The washing and wax- 
ing of such products as carrots, rutaba- 
gas, and tomatoes is being tried; the 
newest stunt along that line is “defuzz- 
ing” peaches which this year spread 
from the Illinois peach section where it 
it was developed during the past several 
years to the Colorado peach sections, 
because such fruit has commanded pre- 
mium prices. Carrots and other vegeta- 
bles are washed, trimmed and wrapped 
in cellophane; at least one firm this year 
undertook the packing and shipping of 
carrots in sealed transparent rubber film 
packages. 

Another change in packaging that 
should be noted is the increased use of 
fiber containers for milk sold in stores. 


SIGNIFICANT TRENDS IN SALES MANAGEMENT 
HARRY R. TOSDAL 


Harvard University 


AR, DEFENSE, and the consumer 

V \ movement occupy front-page po- 
sitions in any effort to summarize recent 
trends and events in sales management. 
The huge defense program with the ex- 
pansion of governmental purchasing of 
munitions and war supplies and the con- 
scription act and its call for men will 


have repercussions upon sales depart- 
ments and upon sales management 
which are at present difficult to predict 
with any degree of accuracy. We cannot 
easily apply the experience of World 
War I because in important respects 
conditions are not comparable. 

The first group of current trends in 





216 


THE JOURNAL OF MARKETING 





sales management includes those general 
trends which will affect many of the 
problems of the sales manager. Obvious- 
ly war and defense affect the sales 
manager at many points. Basically we 
know the following: 

1. A substantial portion of productive 
capacity in basic industries will be de- 
voted to munitions and supply contracts 
for a period the length of which is prob- 
lematical. The period may be as short 
as two to five years, or that period may 
be of indefinite length. 

2. Particularly in the event of major 
war effort the amount of business in- 
volved in defense programs will go much 
beyond the point of taking up unused or 
idle productive capacity. 

3. The incidence of the defense pro- 
gram upon particular industries will 
vary widely as between munitions and 
other industries, between necessities and 
luxuries, between firms using essential, 
strategic, or critical materials and those 
which do not. If we go back to World 
War I, we must remember shortages of 
fuel and foodstuffs, transportation limi- 
tations and embargoes, and other fac- 
tors which at this time seem less likely 
to interfere with the normal operations 
of business. 

In addition to the basic trends which 
will be affected and determined by the 
defense program, there is at this time 
continued evidence of the growing influ- 
ence of the so-called consumer move- 
ment. The consumer interest is recog- 
nized even in the Defense Council, and 
public officials from the President down 
have indicated desire to protect con- 
sumers against possible runaway mar- 
kets. The trend in sales management 
seems toward a common-sense accept- 
ance of consumer interest and consumer 
attitudes as an important factor in the 
making of decisions as to products and 
prices. Retail interests have been es- 


pecially active with respect to the sig- 
nificant group of trends relating to 
prices. There has been concerted action 
by consumers in opposition to price 
movements and price advances, and by 
retailers who expect to be the first to 
feel the consumer reaction to higher 
prices should demand and supply con- 
ditions appear to warrant increased price 
levels. 

It is probable therefore that consumer 
and retailer attitudes will constitute a 
drag on price advances with one or both 
of two results. In so far as consumers 
make their opposition articulate and or. 
ganized, retailers may find margins 
squeezed somewhat. They will in turn 
attempt to slow up price advances from 
manufacturers or wholesalers. As de- 
mands increase for certain products, 
manufacturers who have alternative in- 
dustrial and consumer markets may 
choose to satisfy those markets in which 
price pressure is less effective. This 
would be particularly true where a 
manufacturer had a choice between ac- 
cepting munitions contracts or sub- 
contracts which would give him a larger 
profit than governmentally controlled 
or consumer-repressed prices on con- 
sumer goods. As yet it appears that 
retail organizations have been more ac- 
tive in opposing price advances than 
consumer organizations. At least they 
appear to have exerted relatively more 
pressure, but in this pressure retailers 
appear to be reflecting the general atti- 
tude of governmental officials. 

In the field of merchandising one no- 
tices a greater willingness on the part 
of manufacturers and retailers to try 
out informative labeling. There is still 
considerable skepticism as to the merit 
of the plan, but some manufacturers 
and more retailers are coming to believe 
that the movement in favor of informa- 
tive labeling cannot be combatted suc- 
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cessfully and that willingness to try out 
the plan is the only means of making a 
final decision. Incidentally in some fields 
it appears that the use of informative 
labeling has been found to be a valuable 
supplement to the work of the retail 
sales person who so often is inadequately 
trained. 

Perhaps more spectacular is the con- 
certed attempt being made to establish 
an American center for style origination 
particularly in women’s wear. While 
New York and Hollywood seem to be 
competing for the title, the trend seems 
to favor New York, both because of its 
importance in the garment trade and 
more particularly because it possesses 
many of the characteristics which have 
made Paris the style center for so many 
years. American designers and style in- 
terests have in the current months 
worked with and through expatriated 
French designers to establish the suprem- 
acy of American fashions so firmly 
that there will not be the return to 
Paris after the present war. In view of 
the growing importance of New York 
and Hollywood during the thirties, 
there is a chance that America may suc- 
ceed in becoming the world style center. 

It is as yet premature to make pre- 
dictions as to sales programs. The radio 
as a medium seems to be settling down 
to becoming a necessary part of the 
programs for certain types of commodi- 
ties. More and more programs seem to 
be devoted to low-price food or drug 
products of frequent purchase, the pur- 
chase of which may be made at least in 
the first trial upon impulses raised by 
radio advertising. Premium advertising 
continues at a high level though there 
are rumblings of discontent that it es- 
tablishes little basis of goodwill upon 
which lower promotional costs may be 
expected. 

Sales managers in some industries may 


well encounter special sales problems 
where an oversold condition or inability 
to deliver goods because of war contracts 
or shortages of materials emerges. Ex- 
cess profits taxes will in all probability 
furnish some impetus to increase of 
advertising and selling effort as a means 
of maintaining goodwill against a sub- 
sequent decline of war orders. But it is 
not clear just how businessmen will react 
to the war profits tax, and it is certainly 
not to be assumed that we shall have the 
careless and expansive advertising which 
seemed to be a result of excess profits 
taxation after World War I. Tax meas- 
ures to curb abuses may be expected. 

Lastly, several trends with reference 
to personnel of the sales organization 
need to be watched. There are two gen- 
eral trends which were evident before 
the defense program came into sales 
managers’ calculations. The first of these 
was the trend toward union organization 
of certain types of salesmen and recog- 
nition of the idea that salesmen were 
employees subject to unionization just 
as office employees. Unionization has 
not proceeded very far as yet, but among 
the wagon jobbers of groceries, auto- 
mobile dealers, and industrial insurance 
companies unionization has begun and if 
labor leaders have their way, union 
problems will no longer be strange to the 
sales manager. 

More significant and far reaching is 
the growing trend of management to 
study nonlogical behavior in the man- 
agement of men rather than exclusively 
so-called logical behavior. Some sales 
managers have long recognized the non- 
logical conduct of salesmen, and many 
sales managers have more or less effec- 
tively attempted to utilize such emo- 
tional drives in securing satisfactory 
sales results. In the conduct of sales 
conventions and conferences, in the use 
of sales contests, in personal contacts 
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and inspirational correspondence and 
literature, sales managers have more or 
less hesitatingly attempted to go beyond 
the logic of salesmen’s behavior knowing 
that the average successful salesman 
needed emotional stimulus if he was to 
work effectively in his territory away 
from direct supervision. 

Current defense measures are pre- 
senting other broad problems, among 
them the problem of maintaining a sales- 
force when men of draft age are likely 


to be called. More consideration will 
probably be given to the over-forty 
salesman than was popular in the days 
when salesmen were not difficult to hire. 
With the increase in the ease with 
which business may be secured, some 
sales managers have already begun 
wondering what can be done to prevent 
a recurrence of the softening of sales- 
forces which led to loss and even disaster 
for many companies after the recession 
in 1920. 


SIGNIFICANT TRENDS IN WHOLESALING 


THEODORE N. BECKMAN 
Ohio State University 


OME OF the trends in wholesaling are 
S of a general nature and others are 
more specific. Some are external and 
others relate to internal management 
problems and policies. Finally, some of 
the trends have been in the making for 
some time and may be considered normal 
or natural while others are the resultant 
of national defense activity. 

Among the general trends in whole- 
saling is the attempt at widespread 
education on the subject. The field has 
been practically neglected until recent 
years. Only fifteen years ago, New York 
University was the only institution of 
higher learning offering a course in 
wholesaling. Such a course was inau- 
gurated by the Ohio State University 
in 1925 and since then some twenty-five 
leading colleges and universities have 
followed the same route. It is believed 
that greater availability of literature on 
the subject, which is still relatively 
scarce, has stimulated education in 
wholesaling. A contributing factor of 
inestimable value is also to be found in 
the illuminating data revealed by the 
Bureau of the Census, through its cen- 
suses of distribution and business, and 


by the various studies of the Bureau of 
Foreign and Domestic Commerce. 

Second, there is a trend toward a 
clarification of the nature of whole- 
saling, as distinguished from retailing. 
The main impetus in this direction came 
with the first Census of Distribution 
taken for 1929, when it became necessary 
for statistical reasons to distinguish be- 
tween the two types of trade. It was 
furthered by various taxation measures. 
Property taxes on wholesale inventories 
are in many states lower than those on 
retail inventories, hence it is essential 
to determine what is wholesale and what 
is retail. In many states laws have been 
enacted in recent years applying a sales 
tax on retail transactions. Chain store 
taxes are usually applicable only to re- 
tail places of business. All of these taxes 
call for a distinction between wholesale 
and retail businesses. 

Under the Robinson-Patman Act of 
1936 a seller may allow functional dis- 
counts to wholesalers. But in doing so, 
he is confronted with two problems. One 
is to determine who is a wholesaler and 
thus entitled to the functional discount. 
The second is to ascertain what consti- 
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tutes a wholesale transaction in order to 
find out how much of an alleged whole- 
saler’s business is truly wholesale. Both 
of these call for a clarification of the 
nature of wholesaling. This distinction 
is also essential for the protection of 
bona fide wholesalers, as illustrated by 
the case of Federal Trade Commission v. 
the L. S&C. Mayers Co., Inc. (Docket No. 
2038), in which the company was or- 
dered to cease and desist parading as a 
wholesaler in transactions which were 
really retail in nature. On June 6, 1938, 
the United States Circuit Court of Ap- 
peals for the Second Court handed down 
its opinion in this case, affirming the 
Commission’s order to cease and desist. 

More recently it has become necessary 
to distinguish between wholesaling and 
retailing for purposes of the Wage and 
Hour Law. Section 13 of this act, passed 
in 1938, exempts from the minimum 
wage and maximum hours provisions, 
“any retail or service establishment the 
greater part of whose selling or servicing 
is in intrastate commerce.” For purposes 
of this law, then, it is obviously advan- 
tageous to be classified as a retail estab- 
lishment. Already a number of contro- 
versies have developed on this score 
which are being studied carefully by the 
Wage and Hour Division of the U. S. 
Department of Labor. 

A third general trend is to clarify our 
thinking with regard to the position of 
the wholesaler in our scheme of distribu- 
tion. His position is now being challenged 
at least on two fronts. Indirectly it is 
being challenged by the Federal Trade 
Commission in its action against the 
Wholesale Dry Goods Institute. More 
directly it is being challenged by the 
Department of Justice in its case against 
the plumbing industry which is to be 
tried in the near future. In both in- 
stances there seems to be gross miscon- 
ception of the position of the wholesaler 


and a common fallacy in the thinking 
that the shortest channel of distribution 
is of necessity the most economical one. 
Laymen have always labored under this 
misconception, but now it has been 
taken up by those who should know 
better. 

Service or full-function wholesalers 
have been maintaining their relative 
position in volume of business, although 
the number of establishments which 
they operate tends to be somewhat 
larger in proportion to the total num- 
ber of wholesale establishments. At the 
same time, agents and brokers tend to 
decrease in number and in the propor- 
tion of wholesale trade for which they 
account. Also the trend toward the in- 
tegration of wholesaling with manufac- 
turing has been proceeding, but at a less 
rapid rate than prior to 1935. 

Internally, there has been a tendency 
for wholesalers to watch and, when pos- 
sible, to reduce operating costs. This has 
been accomplished through improved 
inventory control, specialization in a 
few lines, the development of distribu- 
tion cost accounting techniques, and 
greater mechanization in the handling 
of goods. All of this spells a definite trend 
toward more scientific management in 
wholesaling. Other signs of such a trend 
are to be found in improved merchandis- 
ing by concentrating on profitable lines, 
in the development of more effective 
salesmanship and salesmanagement, and 
in time and duty analyses of salesmen. 
There is also a trend for wholesalers to 
become more directly identified with the 
retailers to whom they sell. This is ac- 
complished either by means of the 
voluntary chain arrangement or through 
direct merchandising and other aid to 
retailers. 

Some of these trends are likely to be 
seriously affected by the national de- 
fense program and may even be reversed. 
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For example, it is likely that manufac- 
turers will become so preoccupied with 
their production problems, inasmuch as 
emphasis must first be placed on produc- 
tion, that they will let the wholesaler 
take care of the distribution of their 
goods. This will reverse the trend toward 
integration of wholesaling with manu- 
facturing. 

One of the most profound effects of 
the national defense program is likely 
to be a shift from a buyers’ market to a 
sellers’ market. In such a market, mass 
distributors like chains and supermar- 
kets may be deprived of some of their 
buying advantages. These organizations 
thrive in a buyers’ market when, be- 
cause of an excess of goods, pressure can 
be exerted on manufacturers for price 
concessions. With a shift to a sellers’ 
market there should be less incentive for 
a producer to grant unusual advantages 
to mass buyers. This should prove help- 
ful to both small-scale retailers and to 
the wholesalers who supply them with 
merchandise. 

The immediate effect of a change to a 
sellers’ market will improve the whole- 
saler’s economic status. He should be in 


SIGNIFICANT CURRENT 


an excellent position to profit from his 
large inventories and the enhanced vol- 
ume of business. In time, however, his 
costs of doing business will rise on 
account of the higher wages, more bur- 
densome taxes, and proportionally heav- 
ier inventories. Enhanced efficiency in 
operation will probably be the only 
deterrent to rapidly rising costs. One 
may, therefore, expect a premium to be 
placed on efficiency in wholesaling as the 
defense program gathers momentum, 
since the various controls that will no 
doubt be developed to keep prices from 
soaring will prevent the wholesaler from 
profiting unduly on his inventory and 
the greater volume of business. 

Finally, it is believed that in conse- 
quence of the present national emer- 
gency and the defense program the 
economic position of the wholesaling 
industry in general and the wholesaler 
in particular may become clearer and 
more appreciated. It is believed that 
the wholesaling field is vital to any plan 
for a regular and steady flow of goods 
from production to consumption and to 
a cooperative arrangement for the con- 
trol of prices within desired channels. 


TRENDS IN RETAILING 


PAUL H. NYSTROM 


Columbia University 


HE OUTSTANDING occurrences in re- 
"L calling during 1940 of interest to 
students of marketing are: 
1. The U. S. Census including retail- 
ing whose reports will shortly appear. 
2. The rapid extension of vocational 
training to all classes of workers in the 
retail occupations under the provisions 
of the George-Deen Act. 
3. The enlistment of the retail trades 
under the nation’s defense program for 
the purpose, come what may, of keeping 


consumers supplied with the goods they 
need and want at reasonable price levels. 

4. The extension of the Federal food 
and cotton stamp plans used in the 
distribution of surplus agricultural prod- 
ucts through the regular channels of 
trade to families on relief and in low 
income brackets and similarly the exten- 
sion of the Federal government’s plan 
of feeding school children at least one 
meal a day with the prospect that the 
number of children fed will exceed 5 











THE FOURNAL OF MARKETING 





221 





million before the end of the year. 

5. The fiasco of the Patman Bill, 
known as H.R. 1, 76th Congress, whose 
purpose was to destroy interstate chain 
store systems. In the hearings before the 
Subcommittee of the Committee on 
Ways and Means of the House of Repre- 
sentatives last spring the bill was effec- 
tually shelved. 

6. The gradual extension in the food 
distributing field of supermarkets not 
only in point of numbers and in volume 
of sales but also in extension to new lines 
of goods. 

7. The general and widespread trend 
towards modernization in retail store 
architecture, in lay-out and equipment 
and especially in the extension of air 
conditioning. 

For the year 1940 retail sales showed 
a material gain over 1939. As retail 
prices were fairly stable throughout the 
year, these gains as measured by dollars 
actually represent a substantial increase 
in the volume or tonnage of goods dis- 
tributed to consumers. The outlook for 
1941 is for a continued gradual increase 
in tonnage. 

As the production for military pur- 
poses that has been planned increases, it 
seems almost inevitable that prices at 
least of some products may strengthen. 
These increases are also likely to extend 
to consumer goods. It is not anticipated 
at the moment, however, that these price 
increases will become serious unless the 
nation is called upon to export much 
greater amounts of goods than at pres- 
ent. 

The extension of public regulation of 
business, including retailing, both by the 
Federal and state governments, con- 
tinues year by year. Attempts were 
made during the past year by the Fed- 
eral administrators of the National 
Labor Relations Act and the Fair Labor 
Standards Act to extend the jurisdiction 


of these acts to various phases of retail- 
ing. Urged by the Federal Labor Depart- 
ment, many of the states have labor bills 
in prospect similar, if not identical, to 
the Federal laws. Whether the intrastate 
industries, including retailing, can be 
made to conform to Federal regulation 
is a problem whose solution may be re- 
quired in 1941. 

The Federal Trade Commission has 
continued its studies and investigations 
to give substance and meaning to the 
hazy and indefinite provisions of the 
Robinson-Patman Act. Price mainte- 
nance under the Fair Trade Laws and 
prohibitions against loss leader selling 
under the Unfair Practices Acts have 
both held their ground. Both proponents 
and opponents of these provisions have 
apparently attempted during the past 
year to consolidate and strengthen their 
relative positions in preparation for 
more active campaigns during 1941. 

Grade, specification and informative 
labelling has become a matter of wide- 
spread interest in the retail field. The 
enforcement of the labelling provisions 
of the Food, Drug and Cosmetic Act, the 
intensive efforts of the Federal Trade 
Commission against misstatements in 
labelling as well as in advertising, the 
recent passage of the Wool Labelling 
Act that goes into effect on July 14, 
1941, and the widespread public efforts, 
termed a part of the “consumer move- 
ment,” urging more attention to this 
subject, have given support to the move- 
ment for labels more informative in 
nature. The movement may be expected 
to accelerate in 1941. 

During the past year the retail field 
has witnessed a number of intensive 
efforts both on the part of A.F. of L. and 
C.I.0. unions to organize the employees 
of the retail trades. Some success has 
been noted in lines such as men’s cloth- 
ing, shoes, groceries and butcher shops. 
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Beginnings of somewhat more limited 
nature have occurred in the department 
stores, variety stores, drugs and other 
lines. It may be presumed that efforts 
at unionization are likely to be intensi- 
fied during the coming year. 

Legislative activity affecting retailing 
as well as other industries will reach a 


peak during the early part of 1941 with 
43 state legislatures as well as the Fed- 
eral Congress in full regular sessions. 
Students of distribution who attempt 
to keep up to date on the issues involved 
will probably have a busy time during 
the months ahead. 


CURRENT TRENDS AFFECTING PRICING POLICIES 


E. T. GRETHER 
University of California 


URRENTLY there is little new to re- 
Ber as far as the developments 
under the post-N.R.A. crop of price laws 
are concerned. The outstanding recent 
events had other sources or appear to be 
imminent rather than actual at present. 

During 1940 there were no striking 
new occurrences under the Fair Trade 
Laws and the Miller-Tydings amend- 
ment. Since Delaware, Missouri, Texas 
and Vermont still chose to be without 
resale price laws, there was no change in 
the number of states with Fair Trade 
laws. The only statutory changes were 
slight amendments made to the laws of 
New York, Rhode Island and Virginia. 
The repeal demand at the moment seems 
unable to gain effective support. Some 
slow expansion of use of the rights ap- 
pears to be taking place in the trades. 
At the time of writing the long awaited 
Federal Trade Commission Report had 
not been made public. 

State legislative trends indicate that 
the market floor (sales below costs) type 
of statutes may become almost as wide 
spread as the resale price maintenance 
laws. At the end of October 1940 twenty- 
six states already had such legislation 
in effect. Only one state, Louisiana, had 
passed a new law (this replaced a former 
act limited to the drug trade); and three 
other states (Kentucky, Maine and Vir- 


ginia), added minor amendments to 
existing statutes. But in 1939 six states 
had enacted such laws (Idaho, Maine, 
Rhode Island, Washington, West Vir- 
ginia and Wisconsin); three had replaced 
existing statutes with new ones (Ari- 
zona, Connecticut, Maryland), and six 
states amended their laws (California, 
Massachussetts, Minnesota, Montana, 
Oregon and Utah). Since the odd years 
are the active ones for state legislatures, 
there is a strong likelihood that the 
1939 trend line may continue through 
1941. There appears to be a definite 
trend now, too, away from general stat- 
utes covering both price discrimination 
and sales below cost etc. to special stat- 
utes limited to one field only. For 
instance, fourteen states now have laws 
dealing solely with sales below costs or 
other level; nine of these laws have been 
enacted since January 1939. The broader 
inclusive statutes are found more largely 
in the West. As yet there has been no 
review of these laws by the United 
States Supreme Court but there have 
been both favorable and unfavorable 
rulings by state lower and supreme 
courts. In 1940 the Pennsylvania act 
was declared unconstitutional by the 
Supreme Court of the state; opposite 
decisions appeared in Washington and 
Connecticut. The general tenor of the 
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court reviews in relation to precedents 
suggests that these laws probably can 
be so couched as to be held constitu- 
tional. 

Thirty-one states either in general 
laws (as the Unfair Practices Acts) or in 
special anti-price discrimination stat- 
utes, have some form of prohibition 
against price discrimination either of a 
general nature or limited to particular 
fields. But there have been no current 
developments of interest among the 
states in this form of control. The signif- 
icant work in the regulation of price 
discrimination is under the federal 
Robinson-Patman Act. The Federal 
Trade Commission during the past 
year has continued slowly and method- 
ically to issue complaints and orders. 
But these current cases plus the small 
number of court reviews seem to fit en- 
tirely into the precedents that have 
already become crystallized; hence, 
space will not be taken here to summa- 
rize either the current cases or to inter- 
pret the law to this point. 

The outstanding developments of the 
past year arose out of the federal gov- 
ernment’s concern with industrial price 
policies; particularly the aggressive anti- 
trust program of the Department of 
Justice. In this connection the Supreme 
Court’s decision in the Madison oil case 
(U. S.v Socony-Vacuum Oil Co., 60 S. 
Ct. 811, May 6, 1940) has front rank 
significance. In holding that the rule of 
reason does not apply to price fixing the 
Court not only for the moment settled 
a moot issue, it also underwrote the 
Department of Justice campaign to make 
price competition more effective. Con- 
sequently there is now a basis for a 
thorough test of the efficacy of the 
Arnold approach—the Administration 
and the American puviic willing! The 
results are already impressive in terms 
of specific limitations placed upon col- 


lective price practices, direct and in- 
direct. Perhaps next year also may bring 
to a head the issue of the legality of 
delivered price structures, particularly 
the multiple basing point method, since 
the Federal Trade Commission’s long 
drawn out hearings on the cement in- 
dustry appear now to be coming to an 
end. 

The decision of the Supreme Court 
in the Bituminous Coal case (Sunshine 
Anthracite Coal Co. v. Adkins, S. Ct. 
No. 804, May 20, 1940) sustaining the 
constitutionality of the Bituminous Coal 
Act of 1937 is the offsetting couterpart 
to the Madison Oil ruling for it affirms 
that Congress may single out an indus- 
try, remove the usual anti-trust penalties 
even to price fixing, but under a public, 
not a private agency. Thus the pattern 
of current public policy with respect to 
pricing is becoming clear; viz., hands 
off by industry—price fixing is to be 
restricted to governmental agencies only. 
Industry is to get laissez faire with a 
vengeance with the government the sole 
medium of relief if it is needed. 

But the Department of Justice and 
Federal Trade Commission and similar 
regulative procedures may shortly be 
forced to give ground in part or entirely, 
in favor of the speedier emergency war 
time price control measures. At the time 
of writing it is claimed that the recent 
policies are to be pressed even more 
vigorously. The only further implemen- 
tation mentioned publicly is an appeal 
to trade and public opinion through the 
Defense Commission consumer division 
in order to inhibit the price advances 
that war orders and war psychology 
might produce. Thus far the regular 
procedures, voluntary trade action and 
informed public opinion are considered 
adequate remedies. But if things move 
rapidly, direct price control measures 
will be invoked in some fields. 
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TRENDS IN ADVERTISING, 1940 
L. D. H. WELD 


Director of Research, McCann-Erickson, Inc. 


HE TOTAL volume of advertising has 
yp fluctuated much for the past 
three years. During the depression year 
of 1933 it dropped to about 65 per cent 
of its 1928-1932 average (according to 
the Printers’ Ink Index, prepared bv the 
writer of this review.) It then rose to 94 
for the year 1937. In one month it rose 
to 98.3, but has since slumped off. In 
1940, for the first six months, it was 
2.7 per cent over the corresponding pe- 
riod of 1939, and since then has been run- 
ning over three per cent better. The 
present outlook is for more of a pick-up 
in the months to come. The total volume 
of advertising in 1940 will probably 
approximate $1,650,000,000. It had been 
as high as $2,340,000,000 in 1929. 

As for individual media, magazines 
have recently shown fair gains over 1939, 
but newspapers, farm papers, and out- 
door have only a little better than held 
their own. The most spectacular in- 
crease has been in radio, which enjoyed 
a 13 per cent increase for the first six 
months of 1940 as compared with the 
same period in 1939, and since then 
there was a gain of 23.3 per cent in July 
and one of 17.1 per cent in August over 
the corresponding months of 1939— 
perhaps the most important trend in 
1940. Radio is being used more in sum- 
mer than formerly. 

The increase in the use of magazines 
has been due principally to the popular- 
ity of weekly magazines, which were up 
15.2 per cent for the first six months as 
compared with 1939, while general 
monthlies and women’s service maga- 
zines were slightly off as compared with 
the year before. The weeklies’ increase is 
largely due to the continued importance 
of pictorial and news magazines. 


Most of the other trends in advertis- 
ing are not peculiar to 1940, but are 
continuations of trends that have been 
in progress for the past few years. For 
example, the trend toward copy testing 
has continued at perhaps accelerated 
speed. 

More attention is being given to 
readership surveys, although there is 
some skepticism in many quarters be- 
cause of the number of people who say 
they have seen and read ads that have 
never appeared! There are also questions 
of technique that have not been entirely 
solved. 

The consumer-jury method of copy 
testing continues to be used; some are 
using the eye-camera—a development 
of the past year or two. Coupon returns 
are still used—perhaps more than for- 
merly. Substantial progress has been 
made in the pre-evaluation of advertise- 
ments, and the general quality of ads, 
at least from the standpoint of com- 
manding attention, has improved. In 
spite of the progress that has been made, 
there remains a lot of work to do before 
the problem of copy testing is solved. 

Attacks on advertising have con- 
tinued to a certain extent. The more 
radical element in the consumer move- 
ment seems to think that most advertis- 
ing is an economic waste when it is not 
devoted to scientific facts about the 
product. But more and more people are 
realizing that the principal function of 
advertising is to se// goods, whether by 
giving facts or by using persuasion, and 
that whichever method is the more 


effective may be used. 

Another attack on advertising came 
from Thurman Arnold in his “Bottle- 
necks of Business.” For an answer to his 
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remarks, see my recent article in Print- 
ers’ Ink, November 22, 1940. 

Studies in the fundamental economics 
of advertising continue. I have in mind 
especially the study being made by the 
Harvard Business School, which is tak- 
ing longer than expected, but which will 
be finished within a few months. It will 
constitute an important contribution to 
the subject. 

Perhaps I should mention in closing 
that research is playing a greater and 


greater part in advertising. More adver- 
tising agencies have good research de- 
partments than ever before. Their work 
is improving. Independent research or- 
ganizations are very busy, and new ones 
are springing up all the time, Even the 
publications are devoting more time to 
dispassionate assemblage of helpful facts, 
rather than to the collection of statistics 
that are valuable for only promotional 
purposes. 


CURRENT PROGRESS IN MARKET RESEARCH 
PAUL T. CHERINGTON 
Partner, McKinsey and Company, New York and Boston 


ARKET RESEARCH is becoming pro- 

gressively better defined as a field. 
The distinction between markets, mar- 
keting, and marketing facilities and 
adjuncts is becoming clearer; and so is 
the distinction between such varied ac- 
tivities as research, surveys, quota set- 
tings, market analyses, studies, and 
polls. This process of clarification still 
has a long way to go, but it is progress- 
ing. 

This advance toward a clearer defini- 
tion of the term itself is only part of the 
evidence of progress. The materials and 
methods in use also have become more 
voluminous, more concrete and more 
trustworthy. 

The Census of 1940 promises to be the 
most complete and the most carefully 
gathered set of basic figures ever avail- 
able in this country, and in a large meas- 
ure this improvement is evidence of a 
continuing pressure for more reliable 
materials. From a marketing angle these 
Census figures will cover for the first 
time many details about housing not 
hitherto available. Moreover, new sub- 
jects of value in marketing have been 
added in the population census while the 
schedules covering manufactures, mines, 


and quarries and agriculture have all 
been given a definiteness with respect to 
distribution operations never previously 
achieved. The Census of Business, with 
the fourth set of basic figures gathered 
in ten years, is expected to give a clearer 
picture of the distribution process itself 
than ever has been available before; and 
new uses will be found for the new body 
of facts presented. 

In addition to this basic governmental 
material, the data prepared by the 
Bureau of Foreign and Domestic Com- 
merce, the Department of Agriculture, 
the Bureau of Labor Statistics, the 
W.P.A. and other government depart- 
ments have been given increased atten- 
tion and wider scope; so that the Federal 
Government has come to be regarded as 
a versatile source for basic market and 
marketing data. Current prices, sales by 
specified types of distributors, collection 
figures, and others make possible keep- 
ing track of many kinds of marketing 
activities which hitherto could only be 
estimated or guessed at. 

State and local sources of figures also 
have improved in many ways in covering 
markets and marketing of a local or 
intra-state character. 
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At the same time some of the leading 
trade associations have developed their 
equipment for compiling and _ issuing 
current figures covering such products 
as copper, iron, and steel, petroleum, 
automobiles, rubber, and fertilizer—to 
mention only a few. 

Some private sources such as maga- 
zines, radio systems, newspapers, and 
billboard operators also have prepared 
and made available useful basic data. 

Between official and association and 
private sources there are few industries 
or trades of major importance whose 
main market developments cannot be 
followed currently with figures which are 
accurate and prompt, and few market 
conditions which are not made reason- 
ably definite with current factual ma- 
terial. These materials are well indexed 
geographically in ‘“‘Sources of Regional 
and Local Current Business Statistics” 
published by the Bureau of Foreign and 
Domestic Commerce. 

In the field of market surveys the 
developments have been mainly along 
the lines of improved techniques and 
more accurate methods. The principles 
of sampling have been refined to a re- 
markable degree compared with those 
of say fifteen years ago. The whole sys- 
tem of polls and current opinion records 
is of recent growth; and when they can 
be confined to cross sections and opin- 
ions, and trends, and kept out of any 
except most inescapable prophecies, they 
yield a valuable new body of market 
data. 

In the field of marketing adjuncts, 
such as publication circulation analyses, 
some progress is to be reported; al- 
though there have been some develop- 
ments which seem ill fitted to serious 
presentations of realities. There is a 
marked tendency, for example, to the 
jazzy formats which have come from 
Russia via Stuart Chase and the W.P.A. 


Material of this sort seldom is really 
destined for the enlightenment of the 
twelfth-grade mentalities; and many 
serious-minded market analysts, space 
buyers, and advertisers (spending good 
money to learn about markets or to 
reach people), are at times irritated by 
having to formulate their ideas out of 
fractions of babies or Roxy rows of girls 
or hastening men chasing each other 
across a page, and all bound together 
by spiral wiring. 

There are also private corporations 
including General Motors, and some of 
the public utility companies, food and 
cosmetic manufacturers and _ others, 
which have undertaken either with the 
company’s own facilities or through the 
cooperation of outside consultants, to 
analyze the demands of consumers and 
to formulate these reactions into de- 
signing and production policies. 

The record of market research work 
by advertising agencies has been very 
good in some instances. But the neces- 
sity for fitting this work into the pre- 
vailing system of compensation has a 
tendency to limit the effectiveness of 
this type of activity, when business is 
not brisk and commissions are shrinking 
or when operating costs are rising or 
both. 

Separate market research organiza- 
tions have had a checkered career, al- 
though some organizations in this field 
have been reasonably successful. Perhaps 
their main contribution has been their 
effect in bringing about the general rec- 
ognition of this type of work as an im- 
portant phase of managment; and its 
incorporation into the operations of 
more progressive management consult- 
ant concerns. 

An important recent development in 
marketing is the effort to formulate 
professional standards. In the late go's 
the accounting profession which now is 
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recognized as a serious and orderly ac- 
tivity, began making a concerted effort 
to formulate and establish its own stand- 
ards by a painstaking process of sifting 
out the best from the merely good. A 
similar task now faces those who hope 
to make a living in marketing; and 
initial steps to this end are now being 
considered and will be presented at the 
1940 meeting of the American Market- 
ing Association if present plans are 
carried out. 

Other fields in which constructive ap- 
proach in the near future is needed are 
such matters as a bettter formulation of 
the relations between business and mar- 
keting education. Many of the Bureaus 
of Business Research in colleges have 


become mired down in case-hunting or 
in routine operations. Either through 
them, or by direct contacts, some im- 
provement of cooperation between mar- 
keting teachers and business operations 
can and should be worked out. 

And finally, as was brought out at the 
Spring meeting of the Association in 
New York in May 1940, it is a fair ques- 
tion whether this twenty-fifth anni- 
versary of the Association does not offer 
a suitable occasion to review the sub- 
stance and techniques of marketing in- 
struction to make sure that the most 
creative advances are being adequately 
circulated and appraised. This field of 
marketing is too young and too vital to 
become routinized. 








CONSUMER ECONOMISTS IN GLASS HOUSES 


GEORGE BURTON HOTCHKISS 
New York University 


CCORDING TO a recent estimate by 
A Professor Alpheus R. Marshall, 
“There has been at least a ten-fold in- 
crease in the number of consumption 
economics courses during the last ten 
years.”” He comments that he has a rec- 
ord of 112 institutions that offer 388 
courses in consumption economics, and 
that this is probably not a complete list. 

Doubtless there has been an equally 
great increase in the amount of con- 
sumer literature. Textbooks are ob- 
viously needed for the courses and a 
substantial number of new ones have 
been published recently. However, a 
larger percentage of consumer books 
were written for other purposes. Some 
of them are frankly propaganda for con- 
sumers’ advisory services which are sold 
for cash, and are in that sense commer- 
cial. (Usually they are organized on a co- 
operative basis, which enables them to 
maintain that they are non-commercial, 
because not profit-making.) Others of 
the books are also propaganda, but less 
avowedly so, since the aim of the authors 
is to discredit the so-called capitalistic 
system and gain converts for a nebulous 
“production for use’ system. (Usually 
there is no endorsement of communism, 
fascism, or any other actually existing 
system of authoritarian control.) 

Practically all the propaganda books 
have a strong anti-advertising bias. This 
is to be expected. To induce consumers 
to pay for advice on what to buy, it is 
necessary to make them distrustful of 
free advice. And to convert them to some 
new ism, it is necessary to convince them 


1 “College Courses in Consumption Economics” by 
Alpheus R. Marshall, in THE JOURNAL OF MARKETING, 
July 1940. 
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that the American economic system is 
not only corrupt but incurable. Such pur- 
poses do not necessarily invalidate the 
arguments presented, but they do war- 
rant some caution on the part of readers. 
They certainly constitute a grave barrier 
to the use of such books as teaching texts 
in courses that purport to be scientific. 
One need only glance at the titles of 
the consumer books to find grounds for 
suspicion. Such dramatic titles as “‘100,- 
000,000 Guinea Pigs,” “Skin Deep,” 
“Eat, Drink and Be Wary,” “Partners 
in Plunder,” and others of their ilk have 
a popular appeal and hence a sales value. 
The advertising man himself may well 
envy the imagination that produced 
them. He may regret that no book treat- 
ing advertising seriously and scientifi- 
cally has or could have so alluring a title. 
However, familiar as he is with the reali- 
ties of human nature, he knows that even 
with such a title a scientific treatise on 
advertising would not appeal to so wide 
an audience. Long before the days of 
Lawson’s “Frenzied Finance,” editors 
had discovered that people are more in- 
terested in exposés of crime, vice, and 
corruption in high places, than in the 
sober facts about honest citizens who 
constitute the great majority of business 
men, as well as of other classes. 
“Frenzied Finance,” of course, never 
achieved the dignity of being regarded 
as a scientific treatise on investments and 
speculation. Nor was any financial text- 
book based mainly upon sources of this 
kind. Nevertheless, even a casual survey 
of the textbooks on consumption eco- 
nomics reveals the fact that many of 
them drew heavily upon the guinea-pig 
books and other propaganda books for 








~~ FS See 


ete 


Cv 


Ss ve = SE 





THE JOURNAL OF MARKETING 





229 





their information regarding advertising 
and marketing. Some of them, in fact, 
are almost barren of references to any 
marketing text, although the personnel 
of the 52 members of the Collegiate 
Schools of Business includes 155 teachers 
who claim marketing as a field of speciali- 
zation, and many of them are authors of 
scientific treatises on the subject. 

The economics of consumption are 
necessarily of vital interest to all those 
who are in any way connected with the 
marketing of goods and services, and 
especially those who study the field 
scientifically. Some of the earliest courses 
in consumption economics were given by 
marketing teachers and many still are. 
Others are given by economists who have 
adequate knowledge of marketing. But 
in this unstandardized field there are ap- 
parently some courses given by teachers 
who lack this background, if one may 
judge the content of a course by that 
of the book the teacher offers as a text. 

It would obviously be absurd to expect 
texts in any field to be uniform in sub- 
stance or in viewpoint. The process of 
education involves the presentation of 
divergent (often conflicting) ideas, and 
possibly the truth can be arrived at in no 
other way. Certainly academic freedom 
is a possession that needs to be jealously 
guarded. In order to preserve the right 
to express what we believe to be the 
truth we may need to be tolerant of the 
expression by others of what we believe 
to be lies. A teacher should be free, and 
usually is free, to express his personal 
opinions orally and in writing. The only 
restraints upon him should be those im- 
posed by his position as a scientist and 
scholar. But when he prepares a text- 
book which is to be used as prescribed 
reading for college classes he assumes 
certain obligations which are not neces- 
sarily assumed by authors of popular 
books and propaganda that the student 


is free to accept or reject as he pleases. 

The obligations of intellectual honesty, 
of fairmindedness and tolerance, of an 
objective and dispassionate presentation 
of truth, are well understood. These 
qualities are not easily defined, however, 
and their presence or absence may not 
always be apparent, since they depend 
on motives and intentions. Nevertheless 
there are a few simple tests which may be 
applied to determine whether an author’s 
work is genuinely scientific and scholarly. 
For brevity, only three will be discussed 
here. 

1. Is it accurate? Are the alleged facts 

(especially statistics) derived from 
the most reliable sources available, 
and stated correctly? 
Is it /ogical? Are the general asser- 
tions based on adequate evidence 
or do they exhibit such common fal- 
lacies as that of offering an isolated 
case as a characteristic phenome- 
non? 

3. Is it fair? In citing authorities, does 
it present the original view com- 
pletely, or does it garble quotations 
in such a way as to distort the 
original meaning? 

Let us apply these tests to two recent 
books, Economics for Consumers by 
Leland J. Gordon, and The Economics of 
Consumption by Charles S. Wyand. Let 
us apply them to the sections dealing 
with advertising, since both writers 
criticize advertising on many grounds, 
but especially on the ground that much 
of it is false and misrepresentative. 
Surely they cannot complain if their own 
falsities and misrepresentations are ex- 
posed. 

Here are a few inaccuracies in Gordon, 
all of which might have been avoided by 
consulting reliable sources: 

“Until March 21, 1938, there were no 
legal restraints on advertisers.” (page 
192) 
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“At the bottom of the depression 
probably no more than $500,000,000 a 
year was spent for advertising purposes.” 
(page 175) 

“About twenty-five or thirty years 
ago professional advertisers set them- 
selves up as middlemen between those 
who had goods to sell and those who had 
space to sell.”’ (page 202) 

Here are a few generalizations based 
on no ascertainable evidence, or on iso- 
lated instances. 

“Tn fact, nealth and illth are likely to 
be more extensively advertised than 
wealth.” (page 173) 

“A poor soapmaker who advertises 
will do better than a good one who does 
not.” (page 173) 

“Distinction must also be drawn be- 
tween local and national advertising. 
Generally speaking, the former is more 
likely to be helpful than the latter.” 
(page 178) 

“If advertisers merely assert that 
scientists affirm the efficiency of their 
product, bells of cash registers will ring.” 
(page 197) 

“Tt is common advice to copy writers 
not to know too much about the product 
for which they are writing.” (page 198) 

This last generalization deserves more 
careful examination, for it is supported 
by evidence. That evidence consists of a 
paragraph in Helen Woodward’s book 
Through Many Windows. Now if this 
were common advice to copy writers is it 
likely Mrs. Woodward would have men- 
tioned that it was the advice she gave 
her copy writers? And Gordon’s quota- 
tion of her advice is garbled. Here is what 
she wrote: 

“If you are advertising any product, 
never see the factory in which it is made. 
Don’t know too much about it. Don’t 
watch the people at work. fust know all 
you can about the finished article and the 
man who is going to buy it, and the condi- 


tions of selling in the business. Because, 
you see, when you know the truth about 
anything, the real inner truth—it is very 
hard to write the surface fluff which 
sells it.” Woodward—Through Many 
Windows, p. 298. 

The section here given in italics was 
omitted from Gordon’s quotation. Either 
Mrs. Woodward’s advice or Gordon’s 
version of it may or may not be good 
advice to copy writers, but it certainly 
is not common advice. Yet it may have 
been responsible for the even more amaz- 
ing generalization made by Dr. Jessie 
Coles in The Consumer-Buyer and the 
Market, p. 427: 

“Students of advertising are taught in 
their professional schools that they do 
not need to know anything about the 
goods concerning which they 
copy.” 

Certainly Dr. Coles cannot find evi- 
dence of such teaching in the recognized 
textbooks on advertising or advertising 
copy. However, her numerous errors of 
this and other kinds were adequately 
dealt with by H. W. Widener in THE 
JOURNAL OF MARKETING for April 1940, 
and her reaction to criticism is also on 
record. 

Gordon, like Coles, seems to be quite 
familiar with all the anti-advertising 
propaganda, but quite unfamiliar with 
what is taught in marketing courses. The 
single reference he makes to a general 
text on advertising is to Chapter XX of 
Starch’s Principles of Advertising (1923). 
This chapter, which is entitled “Truth 
in Advertising” and is one of thirty- 
seven chapters, is cited as authority for 
the fact that business men themselves, 
through such organizations as “Better 
Business Commissions” [sic] provide 
numerous illustrations of the malprac- 
tices in advertising. 

Wyand is obviously much more famil- 
iar with the scientific literature of 
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marketing than is Gordon. He is also 
more careful in his statements of fact 
and his use of statistics. However he 
chooses to draw from the New York Post 
for 1934 certain figures that are not 
supported by data from better and less 
biassed sources, such as the U. S. Depart- 
ment of Agriculture. Thus on Post 
authority he says (p. 14) that in 1932 
the four largest manufacturers of tobacco 
products in the United States paid 
dividends of over $81,000,000, a total 
“oreater than the entire sum received by 
the American tobacco farmers for their 
whole crop during the same year.” 4gri- 
cultural Statistics, 1938 gives tobacco 
farm values for 1932 as $107,297,000. 
Moreover, the dividends paid in 1932 
were obviously not derived from the 
manufacture of the 1932 tobacco crop. 
(A more striking contrast with the 
farmer’s share would be the share of the 
Federal Government, which received 
$396,617,000 in taxes on the major to- 
bacco products in 1932.) 

From the New York Post also, Wyand 
cites the story (p. 16) of a farmer who 
in the summer of 1934 received $12.22 
for twenty pigs, weighing 1630 pounds, 
or a price of 3¢ a pound, at a time when 
the average retail price of pork was 23.8¢ 
a pound. A fairer comparison would be 
with the average price the farmers re- 
ceived for hogs in the summer of 1934. 
According to the U. S. Department of 
Agriculture’s Agricultural Statistics, 1938 
the average prices per 100 pounds re- 
ceived by farmers that summer were as 
follows: 


June $3 - 53 
July 3-97 
August 4.61 
September 6.04 


Thus the average farmer received more 
than five times as much per pound as this 
exceptional farmer. 


It is in his handling of quotations, 
however, that Wyand leaves himself 
most open to criticism. He quotes P. T. 
Cherington as follows: 

“But, ‘the big task of advertising,’ 
according to a prominent advertising 
agent, is to stimulate a ‘willingness and 
readiness’ to buy.” —Wyand, p. 265. 

What Cherington wrote was: 

“As has been pointed out, the big task 
of advertising is to select from the entire 
population with as little waste as possible 
those people who are able to buy and to 
make them willing to buy when they are 
ready, or, in some cases to stimulate will- 
ingness and readiness.” —P. T. Chering- 
ton— The Consumer Looks at Advertising, 
p. 41. 

Mr. Cherington, described by Wyand 
as a “prominent advertising agent,” is a 
scholar and scientist who was for several 
years director of research in a large ad- 
vertising agency. His numerous pub- 
lished works will not yield a single 
example of quotation-garbling like this. 

Wyand quotes H. von Beckerath as 
saying: 

“Advertising becomes an economic 
waste when the majority of productive 
units have already reached a techno- 
logical and economic optimum and an ap- 
proximately equal capacity.”—Wyand, 
p- 264. 

Althougl: von Beckerath, as a German, 
was unlikely to be favorable to the 
democratic American processes of ad- 
vertising, his criticism was by no means 
so sweeping as is here indicated. He 
showed that advertising is often eco- 
nomical. But regarding competitive ad- 
vertising under certain circumstances he 
commented: 

“The desirability or undesirability of 
advertising depends on whether or not 
the majority of productive units have 
already reached a technological and eco- 
nomic optimum and an approximately 
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equal capacity. In the first case, great 
advertising expenditure is an economic 
waste.”—H. von Beckerath—Modern 
Industrual Organization, p. 193. 

Note that he wrote “great advertising 
expenditure.” 

Here are two more instances of garbled 
quotations. Below are the original ver- 
sions. Wyand quotes the passages with 
the omission of parts here shown in italics: 

“Those who contract for it and pay 
the bills—the advertisers—are not in- 
spired by altruistic motives. They con- 
duct their businesses for profit. Their 
advertising, like their other activities, 
must justify itself by helping them realize 
this expectation. They may believe that 
permanent business success depends on 
rendering public service; indeed, adver- 
tisers are most likely to believe this truth, 
because it is continually being demonstrated 
by the comparative results of different 
kinds of advertisements. Nevertheless, they 
embark on a program of advertising in the 
hope that it will increase their profits. Their 
chief economic justification of advertis- 
ing is that it pays the advertiser.” —G. B. 
Hotchkiss—An Outline of Advertising 
(1933), p- 86. 

“There is no particular reason why 
you or I should attempt to deceive our- 
selves into the thought that consumers 
have never been mulcted by the adver- 
tiser. If this were so, neither you nor I 
would have to send in our annual contribu- 
tion to the Better Business Bureau. On the 
other hand, I see no reason why you or I 
should sit by submissively while listening 
to all advertisers and advertising being 
damned as highly crooked and highly un- 
desirable... . It is unfortunate that after 
all it does not make any particular dif- 
ference whether the consumer is right 
or wrong, so long as he thinks he is right. 
Isn’t it one of the big jobs of advertising 
during the next year to give the consumer at 
least some chance of getting a clearer view 
through some muddled waters?’’—Larry— 


“To an Advertising Agent,” Printers’ 
Ink, September 1934, p. 36. 

In this latter quotation Wyand fails to 
give the ellipsis (...) that would warn 
the reader of the omission. 

Other examples of garbling might be 
mentioned, such as the substitution of 
“is” for the cautious “may be” of the 
source cited. But one more must suffice. 
Here is Wyand’s concluding sentence of 
a paragraph dealing with the so-called 
consumer revolt: 

“The commercial reaction to this revo- 
lution is interesting and may be summed 
up in the words of the writer who wailed, 
“These consumers! If only business could 
get along without them!’”—Wyand, p. 
284. 

One who takes the trouble to look up 
the source indicated by the footnote 
(Printers’ Ink, May 10, 1934, p. 3) may 
be surprised to find that it is not a wail 
at all, but the humorous opening sen- 
tence of a Printers’ Ink editorial. Few 
students, of course, look up footnote 
sources. 

Most students rely upon the authority 
of the teacher and the textbook author, 
and they justly expect that neither will 
distort or color the facts or opinions they 
cite. For this reason misrepresentations 
of the kinds discussed in this article are 
far more likely to be injurious than mis- 
representations in advertising or in overt 
propaganda. They come with peculiarly 
bad grace from those who criticize ad- 
vertising and accuse business men of 
using it generally to mislead the public. 

Occasionally a student of inquiring 
turn of mind does investigate the sources 
of the “facts” offered by the consumer 
economist. Recently one made such an 
investigation of Gordon’s statement 
(page 292): 

“It is estimated by the Federal Trade 
Commission that false and misleading ad- 
vertising costs consumers $500,000,000 a 
year; probably a conservative estimate.” 
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A letter sent to the Commission quot- 
ing Gordon’s statement and asking for 
the basis upon which the estimate was 
made and when it was made, was an- 
swered February 14, 1940. The relevant 
part of the answer reads as follows: 

“The Federal Trade Commission has 
made no estimate of nor statement con- 
cerning the costs to the consumer of false 
and misleading advertising in the United 
States. In this respect, therefore, the 
statement in Mr. Gordon’s book is incor- 
rect. However, I am advised that the 
late William E. Humphrey, one-time 
member of the Federal Trade Commis- 
sion, stated in an address before the In- 
stitute of Salesmanship, Winter Park, 
Florida, January 6, 1931, that the poor, 
the ignorant, the sick, the afflicted and 
the credulous are robbed of not less than 
five hundred million dollars annually. 

“This statement of Commissioner 
Humphrey was his own estimate, not 
based on a survey by the Federal Trade 
Commission. 

(Signed) 
Otis B. Johnson, Secretary.” 


Needless to say, a student who dis- 
covers a few such evidences of careless 
and inaccurate citations of authority can 
have little faith in the reliability of the 
textbook containing them and little re- 
spect for the scholarship of its author. 

Another student who made an exami- 
nation of one of the books discussed here 
and supplied some of the examples cited 
above was moved to conclude his report 
with the comment that the consumer 
needed to be taught not only to examine 
critically the satisfaction possibilities 
called to his attention by manufacturers, 
service groups, and distributors, but also 
“to examine critically the material of 
those who attempt to teach the con- 
sumer.”’ Even the most careful scholar 
may make mistakes, but the percentage 
of mistakes of the kind illustrated here 
seems greater in the chapters on adver- 
tising than elsewhere in the texts on con- 
sumption economics. Certainly it seems 
unduly great, considering the fact that 
the means for correcting and avoiding 
such faults are within easy reach. 








ADVERTISING AND THE CONSUMER 
MOVEMENT 


KENNETH DAMERON 
Ohio State University 


Epiror’s Nore: Professor Dameron was on leave 1939- 
40 directing research activities of Committee on Consumer 
Relations in Advertising. 


Wuat Is tHE ConsuMER MoveMENT? 


© THE business man, the consumer 

movement is a marketing symptom 
indicating the changing relationship be- 
tween consumer buyers and _ sellers. 
These changing relationships with the 
accompanying changes in consumer at- 
titudes are of a long run, continuous 
character. One must search beyond them 
for an understanding of the consumer 
movement. Moreover, it is only within 
recent years that these consumer in- 
terests and activities have developed to 
such a point as to be termed a “move- 
ment.” The characteristic feature of this 
movement is the rapid development 
among consumers of an active interest in 
their economic role as consumers as dif- 
ferentiated from their other economic 
activities, as for example, producers, 
wage earners, etc. It is further charac- 
terized by a more or less organized effort 
to make effective these consumer in- 
terests. One of these end objectives is 
that of educating the consumer to be a 
wiser and more effective buyer and user 
of goods and services. 

The consumer movement is not a con- 
certed movement. It is made up of di- 
verse elements and groups with varying 
objectives and interests. However, taken 
together, they make up what is now 
known as the consumer movement. Care 
should be taken not to confuse any one 
organization with the movement. 

The consumer movement is further 
characterized by organized effort, some 
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collective action, consumer representa- 
tion in legislative matters affecting them, 
the growth of consumer education in the 
formal sense of the term, a voice in 
management (some consideration in 
business policies and practices affecting 
them), a widening interest in national 
economic policy as it relates to con- 
sumers, a new emphasis on the con- 
sumers’ interest in complete information 
on prices and qualities of goods and 
services, and costs and efficiency of dis- 
tribution; and, in addition to getting 
their money’s worth a consideration of 
ways and means of increasing income and 
redistributing wealth. 

In general the objectives are a desire 
for more information concerning all 
phases of the consumer’s relationship to 
the product or service; a protest against 
unfair trade practices as well as certain 
characteristics of our marketing system, 
most notably those identified with sell- 
ing; and, a desire for more adequate 
protection in the market place. 

It is expected that these objectives 
may be accomplished through one or a 
combination of the following: 

(1) Informative advertising and selling 

(2) Informative labeling 

(3) Grade labeling 

(4) Descriptive labeling 

(s) Truthful advertising 

(6) Merchandise testing 

(7) Development of commodity stand- 

ards 

(8) Consumer education 

(9) Encouragement (on part of consumer 

groups) of government to provide 
product information, develop com- 
modity standards, and engage in 
grading and labeling. 
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(10) Legislation designed to protect the 
consumer as, for example: The Pure 
Food and Drug Act, the Wheeler- 
Lea Amendment to the Federal 
Trade Commission Act, and others. 

(11) The development of a federal depart- 
ment devoting its activities to con- 
sumer interests 

(12) Trade practice standards adopted by 
private business through the medium 
of the trade association 

(13) Consumer organizations which may 
or may not bring group pressure on 
private business or government to 
secure protective measures. 

(14) Consumer-industry committees 


In a Gallup' survey dealing with the 
consumer movement, consumers were 
asked what the term, consumer move- 
ment, meant to them. Many of them 
stated that it was a movement for the 
education, protection, and guidance of 
the consumer. Other answers included 
such descriptive objectives as: 


To investigate and analyze products 

To help consumers get money’s worth 
To enforce correct grading and labeling 
To standardize products 

To increase bargaining power of consumer 
To work for safe and intelligent buying 
To eliminate middle men 

To force high quality 

To prevent fraud 

To force truthful advertising 


A further index of objectives is found 
in Table 1. This table shows the number 
of local, regional, and national consumer 
meetings (October 15, 1939 to October 
30, 1940), by subject or purpose. In 
general, meetings are devoted to specific 
topics which are objectives of the con- 
sumer movement. These topics indicate 
that consumer action has passed the 


1 “Survey of Public’s Buying Habits.” Conducted by 
Dr. George Gallup. Sponsored by the Advertising Re- 
search Foundation and the Committee on Consumer 
Relations in Advertising, Inc., September, 1939, 


organization and preliminary stage and 
reached a more specific stage. This pro- 
gressive shift is of the utmost significance 
to advertising. Consumers are obviously 
interested in buying information as well 
as such matters as grading, labeling, the 
improving of advertising, etc. They are 
interested in how the product is dis- 
tributed and in the advertising and sell- 
ing of the product. 


RELATION TO CONSUMER EDUCATION 


One cannot divorce the consumer 
movement from consumer education. 
Consumer education is woven so in- 
extricably with other elements of the 
movement that it has to be regarded as 
an integral part of the whole. Many of 
the objectives of consumer education are 
identical with those of the consumer 
movement. Consumer education is an 
attempt to organize curricula around a 
fundamental economic change indicated 
by the consumer movement. Courses in 
consumer education are found in ele- 
mentary, secondary, higher and adult 
levels of education. 

Although educators are not in agree- 
ment on definition, the term “‘consumer 
education” includes: ? 


(1) Training in market selection—in 
choice making 

(2) Training as to the use of goods and 
services 

(3) Education of the relation of the 
consumer to the economic order 


A further element might be included; 
namely, education to aid the consumer 
in forming values. This is really one of 
the functions of education itself and for 
that matter all of our experiences in life 
are a factor in our setting of value. 


2? Kenneth Dameron, “How Advertisers Can Help in 
Consumer Education Movement.” Printers’ Ink, March 
29, 1940. 
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TaBLe 1. NuMBER oF Consumer MEETINGs IN THE U. S. By SuByecT on Purpose oF MEETINGS 
(October 15, 1939-October 30, 1940)* 








Subject or Purpose of Consumer Meetings 








The Consumer Movement in General... ; 
Discussion of General History, Objectives, etc... . . 

Specific Objectives of Consumer Movement 
Commodity Buying Information, General 
Commodity Buying Information, Food 


Commodity Buying Information, Drugs and Cosmetics 





Commodity Buying Information, Fabrics and Clothing] 


Grading and Labeling. . 
Advertising Correction... . 
Consumer Cooperatives 
Consumer Protection Legislation 
Price Protection. . 
Labor Conditions in Manufacture. 
Consumer Credit......... 
Consumer Income and Purchasing Power 
Consumer Education 
Organization Methods 
Adult Discussion Groups 
Schools and Colleges. . . 
Radio Broadcasts 
Business Presentations . 

Business Presentations by Representatives of Industry 
Plant Visitation and Industry Study 
Organization and Planning... 
Forming Councils, Planning Programs 

Miscellaneous... we 
Miscellaneous Subjects or Purposes. . 
Subject or Purpose Not Stated 
Subject or Purpose Not Stated 


TOTALS 





Period 
Oct. 15, 1939 | Fuly 15, 1939 Oct. 15, 1939 
to to to 
Fuly 15, 1940 Oct. 30, 1940 Oct. 70, 1940 
67 7 74 
67 7 74 
224 $2 276 
55 10 65 
20 3 23 
3 i) 3 
18 5 23 
8 7 15 
38 5 43 
38 3 4I 
16 6 22 
6 12 18 
8 I 9 
+ Oo 4 
10 ° 10 
67 34 IOI 
42 10 $2 
16 19 35 
9 3 12 
Oo 2 2 
45 18 63 
37 13 50 
8 5 13 
6 4 10 
6 4 10 
31 5 36 
31 5 36 
Fs ie) 7 
7 Oo 7 
447 447 120 120 $67, = $67 











* Source: Press clipping services covering major daily newspapers in the United States. Subjects of meetings are 
classified as correctly as possible from the descriptions given in the news accounts. 


Wuy a ConsuMER MoveEMENT 2? 


In general, consumers find themselves 
in a period of large-scale, impersonal 
production, in which they are removed 
from close relationship with the pro- 
ducer. Under present-day conditions, the 
technique of consumer buying has tended 
to atrophy, while the seller has improved 
his technique of stimulating wants and 
selling goods. 

3 For a more complete discussion see Kenneth Dam- 


eron, “The Consumer Movement,” Harvard Business 
Review, Spring issue 1939. 


It has often been stated that consumer 
education is needed because our society 
has learned to produce commodities and 
services faster than it has learned to use 
them. 

Consumers are confronted with the 
problem of maintaining or increasing 
their standard of living on the same, if 
not lower, income. Hence, it is necessary 
for them to get the most for their money. 

There have been various attempts to 
set dates for the starting point of the 
consumer movement. In a process so 
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evolutionary and so nebulous, such fixing 
of dates is arbitrary and often meaning- 
less. In fact, it had its beginning in the 
transition from a handicraft to an in- 
dustrial economy. 

Some observers have attributed the 
consumer movement to the depression. 
The recent depression was a factor in the 
timing of the movement, insofar as it 
made consumers conscious of their need 
for getting their money’s worth. All de- 
pressions have to some extent played a 
similar role. 

It has also been stated that the protest 
books started the movement. These 
books were merely factors in the timing. 
As a matter of fact, the beginning of the 
protest literature dates long before the 
Chase and Schlink efforts. Professor 
George B. Hotchkiss, in his recent edi- 
tion of 4n Outline of Advertising, says: 

“As early as 1855 appeared what was 
probably the first ‘guinea pig’ book ex- 
posing the evils of advertising. It was 
called in the long-winded fashion of the 
day, The Language of the Walls and A 
Voice from the Shop Windows or the 
Mirror of Commercial Roguery. 


THE EXTENT OF THE CONSUMER 
MovEMENT 

It is dificult to measure the extent of 
the consumer movement. However, its 
leaders are found in government, educa- 
tion, women’s organizations, consumer 
cooperative associations, consumer rat- 
ing and testing organizations, and in 
other groups whose major interest is not 
the consumer. It has been estimated 
that at least one-third of all students in 
elementary and secondary schools are 
exposed to some form of consumer educa- 
tion.! 

The following facts indicate the extent 
of consumer education, as separate from 


* Statement of Dr. Harold Clark, President of Con- 
sumer Education Association. 


the consumer movement in general. 

In a preliminary analysis of 405 col- 
leges and universities, it was found that, 
of this number, 124 regularly offered an 
average of 1.2 courses per school in con- 
sumer education. (This does not include 
the regular product courses such as 
foods, clothing, home equipment, etc. 
offered in home economics.) 


83 of these courses are offered in the eco- 
nomics department 

40 of these courses are offered in the home 
economics department 

18 of these courses are offered in the social 
science department 

11 of these courses are offered in the com- 
merce and business administration depart- 
ment 

2 of these courses are offered in the de- 
partment of education 

65% of the colleges offering these courses 
are east of the Mississippi and 35% 
of the Mississippi. 


are west 


A further index of the extent of the 
consumer movement is found in analysis 
of the number of consumer meetings 
held throughout the United States. Con- 
sumer meetings held from October 165, 
1939 to October 30, 1940, as described 
in local newspapers were analyzed ac- 
cording to location subject, and the af- 
filiations of the speakers. The totals are 
for meetings as reported by a nation- 
wide clipping service covering the impor- 
tant newspapers in the United States 
and therfore, should not be taken as in- 
dicating the total number of all consumer 
meetings held. However, insofar as the 
meetings reported in the press are repre- 
sentative consumer meetings, the follow- 
ing table may be considered to represent 
a cross section analysis of consumer 
meetings in general. 

Table 2 shows the number of meetings 
by geographic areas in the United States. 
Quite generally the number of meetings 
follows the distribution of population. 
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TABLE 2. NuMBER OF ConsuMER MEETINGS BY GEOGRAPHIC AREAS IN THE UNITED STATES 
(October 15, 1939-October 30, 1940) 

















Period 
Oct. 15, 1939 Fuly 15, 1940 Oct. 15, 1939 
to to to 

Fuly 15, 1940 Oct. 30, 1940 Oct. 70, 1940 
New England..... SrA EET Dern te 40 12 2 
Middle Atlantic... . 152 47 199 
East North Central....... 92 22 IIl4 
West North Central..... 45 10 55 
South Atlantic..... aes 33 10 43 
a 12 6 18 
West South Central 22 3 25 
Mountain Division... 6 ° 6 
Pacific...... ba ees 45 10 5s 
TOTALS. ... 447 120 567 














The affiliation of speakers® at these 
meetings were: 311 from business; 206 
from women’s organizations; 202 educa- 
tors; and 138 from government. 

The extent of the consumer movement 
is also indicated in a Gallup survey of 
consumer buying habits made in 1940. 

The question used was “Have you 
ever heard of the consumer movement?” 
27% of the consumers interviewed said 
“Yes” and 73% said “No.” This survey 
indicates a greater recognition of the 
movement among upper and middle in- 
come groups, a slightly greater recogni- 
tion among men than women. Of those 
acquainted with the “consumer move- 
ment” 18% were from the farm, 23% in 
towns under 2500, 29% in towns between 
2500 and 100,000 and 34% in towns and 
cities over 100,000. An almost equal 
number of the consumers over 30 and 
under 30 had heard of the consumer 
movement. 68% of those familiar with 
the consumer movement were members 
of some consumer organization.? 11% 
stated they had attended a lecture or 

§ Each appearance of a given speaker is quoted as a 
separate tally. 

6 The same survey made in 1939 showed but 49% of 


those acquainted with consumer movement to be mem- 
bers of a consumer organization. 


meeting held for the purpose of discuss- 
ing what products consumers should or 
should not buy. 

The results of this poll may, at first 
glance, seem to be misleading. It is ob- 
vious that the consumer movement is not 
necessarily an upper income group move- 
ment. Its benefits and objectives are 
more often intended for persons in the 
lower income bracket. What is signifi- 
cant, however, is that leadership tends 
to come from the middle and higher in- 
come brackets. Nor is the consumer 
movement an urban movement. As a 
matter of fact, the beginnings of con- 
sumer education and much of the 
pioneer work in consumer education was 
in rural communities. 

Although not an index of the extent of 
the consumer movement, the attitude of 
advertisers toward it is important. The 
Printers’ Ink Jury of Marketing opinion 
summarizes 172 opinions of advertisers 
as to the significance of the consumer 
movement. Only 1.2% were of the opin- 
ion that “The ‘consumer movement’ is 
a passing phase and of no basic impor- 
tance,” whereas 55.2% agreed that ““The 
‘consumer movement’ is an expression 
of a basic feeling on the part of a large 
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number of consumers that there are defi- 
nite abuses existing in advertising as it is 
today and that something should be 
done to correct these abuses.” 

In general, business spokesmen are of 
the opinion that the “consumer move- 
ment”’ is here to stay. 


ADVERTISING AND THE CONSUMER 
MovEMENT 


Practically all objectives of the con- 
sumer movement are definitely related 
to advertising. Many of them center 
around the demand for more information 
in advertising and selling. 

This analysis of advertising in its rela- 
tion to the consumer movement is con- 
fined to: 


(1) Consumer attitudes toward advertising. 

(2) Important advertising problems arising 
from the consumer movement. 

(3) The possible effect of the consumer 
movement on advertising. 

Consumer attitudes concern the ad- 
vertisement as a unit, the economic and 
social implications of advertising and 
ways and means of improving and con- 
trolling advertising. In all too many 
cases, these attitudes attribute to ad- 
vertising qualities which lie deeper than 
advertising itself. For example, the very 
common attitude that advertising is 
wasteful because it is competitive is more 
fundamentally a criticism of the com- 
petitive system of which advertising is 
only a part. There is also the common 
error of confusing the means with the 
end. In other words, advertising is often 
criticized on the ground that it may be 
used in some instances to sell products 
of questionable value. 

One reason for divergent views regard- 
ing advertising is that often each side 
argues from particular cases. Each argues 
superficially and often without benefit 
of adequate quantitative data. Con- 
sumers also failed to interpret advertis- 


ing in terms of one of its most important 
economic functions, namely to facilitate 
the sale of goods. The advertising cam- 
paign of a business is intended to help in 
the sales process. One of its primary pur- 
poses is to sell or to help sell goods and 
services. 

A summary of The Twentieth Century 
Fund report, Does Distribution Cost Too 
Much? states, ““many persons confuse 
the instrument with the deed. In other 
words, they fail to distinguish between 
advertising as a legitimate tool used in 
selling, and some of the uses to which ad- 
vertising may be put.’”” 

In commenting on advertising as a 
social force, this summary states. 


In addition to helping sell particular prod- 
ucts, advertising has an effect on our daily 
lives and habits. In part, advertising is used 
to make us acquainted with, and cause us to 
buy, new products that are just coming into 
general use. Such things as air conditioning, 
hydraulic brakes on motor cars, and the im- 
portance of vitamins in diet, have all been 
made familiar to the consumer through ad- 
vertising. The effect of much of this type of 
advertising is forward-looking, carrying us 
on to higher standards of living. 


Among the more common consumer 
criticisms of advertising are the use 
of exaggeration, pseudo-scientific state- 
ments, the use of misleading names or 
terms, misleading labels, testimonial 
letters, comparative prices, and such use 
of premiums, prizes, and contests as to 
confuse the consumer as to the true value 
of the product. It is also claimed that 
advertising distorts the press, radio, and 
movies; that it causes consumers to rely 
on slogans and brand names instead of 
an education in impartially established 
quality standards; advertising contrib- 
utes to false scales of social values by 


7T. R. Carskadon, “‘so¢ of Your $1—The Cost of 
Distribution.” Public Affairs Committee, Incorporated, 
1949, Pp. 15. 
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aiding haphazard competitive activity. 
Trade names and trademarks are criti- 
cized because they do not identify 
quality differences. 

One cannot comment at length upon 
the validity of these criticisms. However, 
some of them ignore the influence of the 
Wheeler-Lea Amendment to the Federal 
Trade Commission Act, the work of 
Better Business Bureaus, and more im- 
portant, the efforts of advertising to 
raise its own standards. 


CONSUMER ATTITUDES 


One of the most recent surveys of con- 
sumer attitudes toward advertising is 
found in a section of the 1940 Gallup 
survey. The following generalizations are 
made from this survey: 

The question was asked, “Do adver- 
tisements give you all the information 
you want about the products adver- 
tised?”’ Fifty per cent of those inter- 
viewed said “Yes.” 

Several questions dealt with the rela- 
tion of advertising to price, that is, as to 
how much of the retail price of the article 
went to advertising. In reply to these 
questions consumers contended that the 
proportion of advertising cost to price 
was much greater than it is. In many 
cases, consumers thought that from 25% 
to 50% of the retail price of an item went 
to advertising. In short, there was wide- 
spread ignorance of the cost of advertis- 
ing. 

Contrast this viewpoint with the facts 
developed in The Twentieth Century 
Fund report. It stated, in effect, that the 
money spent for all advertising probably 
amounts to less than 3% of all the money 
paid by consumers for finished goods. 
..+ “One striking fact is the low unit 
cost of advertising in some of the most 
highly advertised lines. It is estimated 
that in 1937 a total of 45 million dollars 
was spent to advertise cigarettes. This 


is a huge sum; yet, we find that the aver- 
age cost of this advertising is little more 
than half a cent a package for cigarettes 
selling at 14 cents.’’® 

About half of those interviewed con- 
tended that there is a need for stricter 
laws to regulate what is said in advertis- 
ing and 50% of them were of the opinion 
that advertising is more truthful to-day 
than it was five years ago. In the 1939 
survey only 46 per cent expressed this 
viewpoint. 

Specific criticisms brought out in this 
survey indicated a slight concentration 
of opinion that advertising copy is un- 
truthful and misleading and that it exag- 
gerates quality or performance. 

Many of the consumers’ attitudes to- 
ward advertising as shown in the Gallup 
poll were quite favorable. For example, 
over half of those interviewed stated 
that widely advertised products are 
usually the best and nearly three-fourths 
of them stated that they were willing 
to pay more for a product backed by a 
nationally known brand name. 

Closely related with the attitudes to- 
ward advertising developed in this sur- 
vey is the fact that 55% of the consumers 
expressed interest in a, b, c grade labeling 
and 48% favored having this labeling 
made compulsory by government. Forty 
per cent of them (a decline of 5% from 
the 1939 survey) expressed the belief 
that the government should add a new 
department to represent consumers and 
53% declared their interest in the stand- 
ardization of products. 

Twenty-three per cent of those inter- 
viewed (an increase of 2 per cent over 
1939) said they read reports of Con- 
sumers Research, Consumers Union, and 
other consumer rating services. Twelve 
per cent (a decline of 6% over 1939) in- 
dicated that the use of these rating re- 


8 T. R. Carskadon. Op. cit., p. 18. 
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ports had had a considerable influence 
on their buying habits. 

Other investigations have endeavored 
to discover the influence of attacks from 
consumer rating services on advertised 
products. One survey shows that if a 
product is well known and well estab- 
lished, the negative reports from rating 
services do not affect the demand for it. 
On the other hand, if a product is not 
well known and not well established, 
these attacks have a tendency to retard 
consumer acceptance of the product. 

In the 1939 survey a total of 24% of 
all persons interviewed said they had 
read 700,000,000 Guinea Pigs, Your 
Money’s Worth or other books of a 
protest character. More persons in upper 
income brackets had read these books 
and there was a greater concentration 
among those living in cities. Among the 
high school teachers interviewed, 83% 
said they had read one or more of these 
books. Approximately half of those who 
said they had read one or more of these 
books said that it had changed their 
buying habits and it caused them to 
change brands. When applied to specific 
products, they invariably named some 
item in the cosmetic, soap, and patent 
medicine group. 


INFORMATION IN ADVERTISING 


Consumer leaders and advertisers 
over-simplify the issue when on the one 
hand the advertiser says the test of 
advertising is, “Did it sell?” and on the 
other hand the consumer asks, “Did it 
inform, did it help me in my buying?” 
In a sense both are right and both are 
wrong. Obviously, from a management 
viewpoint, in a capitalistic, competitive 
system, it is the function of advertising 
to aid in the selling process. However, 
advertising, as divorced from an in- 
dividual advertisement, has had and will 
continue to have a social purpose in 


spreading information about goods and 
services. In a similar way, the consumer 
is justified in asking that sales promotion 
aid in buying. However, consumers, as 
members of our economic society, expect 
more from sales promotion than informa- 
tion. A very good case can be made for 
the proposition that society needs sales 
effort to keep the economic machine 
going and thus to provide employment 
and investment opportunities. 

There are a number of problems aris- 
ing from the consumer’s attempt to 
evaluate the informative quality in ad- 
vertising. Most typical is the one in 
which the consumer limits her concept 
of advertising to national magazine ad- 
vertising. She is apt to talk national and 
think retail. Time after time consumer 
spokesmen have made statements against 
national advertising. When asked for the 
application of these statements to par- 
ticular situations, they invariably de- 
scribe a local store experience. Hence, it 
is obvious that many consumer leaders 
are not familiar with the difference be- 
tween national and local retail sales pro- 
motion efforts. In fact, the educational 
director of a national women’s organiza- 
tion, stated that she didn’t know there 
was any difference between the functions 
of a national magazine advertisement 
and the advertisement of the local retail 
store. Much of the controversy which 
has arisen between consumer leaders and 
business is in part due to the fact that 
consumer leaders are not informed as to 
the varying functions of advertisements, 
nor is it clear to them that advertise- 
ments in different kinds of media per- 
form different services in this selling 
process. 

In one state, the Department of Edu- 
cation has organized a consumer educa- 
tion program. A student assignment in 
the course outline set up by this state is 
to have the students read a mail order 
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house catalog description of a certain 
product and to compare it with a state- 
ment made in a national magazine ad- 
vertisement. For the most part, teachers 
handling this outline are not trained in 
marketing, and they complete the as- 
signment with the glaring statement that 
the mail order house catalog gives a lot 
of facts and the national magazine ad- 
vertisement gives but a few facts. Ob- 
viously, an assignment of this type over- 
looks the fact that the mail order house 
catalog is designed to doa complete sell- 
ing job, whereas the national magazine 
advertisement may have as its primary 
function that of keeping the name of the 
product before the consumer, urging her 
to see her dealer, or merely establishing 
identification of the product. Further- 
more, it should be made clear to con- 
sumers that various media themselves 
carry varying degrees of information 
about advertising and must necessarily 
do so. Most of us know that effective out- 
door advertising must be brief. It may 
merely make an impression. On the other 
hand, a direct mail piece may contain 
extensive information about the product. 
To marketing men these statements are 
“a, b,c” but we in the field of marketing 
must not assume that consumers are 
well informed about marketing processes 
and institutions. 

Consumers fail to appreciate the fact 
that the amount, degree, and kind of in- 
formation may vary in accordance with 
its closeness to the act or purchase or the 
point of sale. Consumers have a right to 
buying information but they should con- 
sider from the standpoint of effective 
merchandising, as well as consumer in- 
formation, just where is the best place 
for all of the information desired. Should 
we not assume that the tag or label at- 
tached to the product and that the in- 
formation available from the salesman 
should play its part. In short, if we are 


to do an honest job in evaluating in- 
formation in selling, we should first find 
out if the information is available. There- 
fore we must examine the total of pro- 
motional effort, rather than single out a 
particular advertisement. 

In summary the amount of informa- 
tion may vary with: 

(1) The medium, 

(2) The product, 

(3) The merchandising problem in- 

volved, 

(4) The closeness of the consumer to 
the act of purchase, 

(5) The psychology of the buying 

process. 

There has been much consumer attack 
on the emotional appeal. Many adver- 
tising men have assumed that since one 
of the main purposes of advertising is to 
sell, advertising must first of all be in- 
teresting, and the emotional appeal is 
one of the best ways of making it so. This 
viewpoint is satisfactory. However, the 
time has come when advertising men 
must make interesting informative ad- 
vertising. 

A test of the function of advertising in 
terms of the consumer movement is: 
What does the buyer need to know that 
advertising may supply? Advertising 
should supplement the consumers’ in- 
formation through: 

(1) Telling what the market provides 
in commodities and services, when 
available, where obtainable, the 
form, season, and comparative 
costs in different markets; 

Giving characteristics of goods, 
comparative values in relation to 
use, suitability to situations, dura- 
bility, and cost in operation and 
care; 

Indicating where desirable the 
service record of the commodities, 
uses of them, the methods of using 
them. 
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For this information, the consumer- 
buyer is dependent in a large part upon 
the advertising and sales promotion. 
Without this help consumers would be 
decidedly handicapped in satisfying their 
wants. Other consumer education devices 
do not eliminate the necessity of securing 
help at the time, place, and upon the oc- 
casion of making the purchase nor in 
securing information preliminary to buy- 
ing. Advertising, thereby, becomes an 
essential service in marketing goods. The 
facts which consumers want in advertis- 
ing are those which they need for buying 
in general. 

The Committee on Consumer Rela- 
tions in Advertising, Inc. has under way 
a study dealing with information in na- 
tional advertising and sales promotion. 
The following procedures are used in this 
study: 


(1) There was developed a check list of 
information elements which provide a maxi- 
mum standard against which to measure 
the kinds of information contained in current 
sales promotion. 

(2) Consumer leaders were asked to pro- 
vide their ideas as to what information 
should be contained in national advertising 
and sales promotion. 

(3) After the lists had been prepared and 
verified, national advertisements and sales 
promotion pieces in selected product fields 
were checked to determine the presence or 
absence of information. 


The analysis of responses from con- 
sumer leaders indicates a lack of una- 
nimity among consumers as to the exact 
information which should be provided on 
the products in question. There was no 
general consumer agreement on any one 
informative element. This suggests that 
it is easy for critics among consumers to 
state that they want advertising to be 
more informative but when confronted 
with a specific situation tiiey seem un- 


able to provide a clear-cut statement. 

In general, greatest agreement among 
consumer leaders was found on the fol- 
lowing elements of information: 


(1) National advertising should provide a 
clear statement of the ingredients or natural 
materials of which a product is made. Many 
stated that this information should be given 
in non-technical terms, in a way that can be 
understood by consumers. 

(2) The amount of the product being sold 
in the standard size package should be de- 
scribed in exact quantitative terms; that is, 
weight, size, quantity, dimensions, etc. 

(3) There was mention of a large variety 
of points which would describe the quality 
of the product or the materials in it. The 
tendency was to indicate that these qualities 
should be described in objective terms; that 
is, measured by scientific laboratory pro- 
cedures, but there was no agreement as to 
the significant item or items of information 
which would describe quality. 

(4) In general, most responses indicate 
that the price or price range was essential 
and should be given. 

(5) Performance characteristics of the 
products were mentioned, and it was indi- 
cated that the performance abilities of a 
product should be described in terms of ob- 
jective facts and not described in a general, 
vague and boasting way by the advertiser. 

(6) For most products, the manufacturer’s 
guarantee, or seal of approv al from a recog- 
nized testing organization, was mentioned as 
an important element in national advertis- 
ing. 


On the basis of data thus far assembled 
it seems apparent that national advertis- 
ing and sales promotion as a whole con- 
tains a considerable amount of essential 
information. This gives emphasis to the 
fact that the amount and kind of in- 
formation must necessarily vary with 
the medium and the closeness to the act 
of purchase. 

Many of the national magazine ad- 
vertisements contained specifications; as, 
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for example, in national advertisements 
of sheets, the amount of sizing, the thread 
count, and other distinctive features of 
sheets which make for satisfactory wear, 
etc., the weight of sheets, and the break- 
ing strength. Rather frequently men- 
tioned also in advertisements was the 
availability of booklets which would be 
sent by the manufacturer and would pro- 
vide further information to interested 
consumers. The number of years the 
product has been manufactured, the ex- 
tent of its use, and kinds of users were 
also mentioned. 

It is probable that the absence of some 
performance data in the advertisements 
does not represent the complete failure 
of the manufacturer to take account of 
the importance of this information. It is 
known, for example, that many manu- 
facturers provide commodity informa- 
tion on labels. Further study of addition- 
al advertising and promotion material 
of the manufacturers, including the 
labels and packages used, shows that 
somewhere in the entire advertising 
material of the manufacturer, most if not 
all, of the factual and specific information 
is provided. 

Where should consumer buying in- 
formation be given? Where will it be 
most effective? To this end it is well to 
consider sales promotion from a func- 
tional viewpoint. It should be recognized 
that various forms of advertising and 
promotion perform various functions. 
For some products, it may be the func- 
tion of national magazine advertising to 
make known, to identify, or to remind 
the consumer of product availability. 
Other promotional materials should con- 
tain more technical information and as 
the consumer nears the act of purchase, 
information should be available either 
from sales people or from promotional 
pieces. 


OTHER ADVERTISING IMPLICATIONS OF 
THE CONSUMER MOVEMENT 


In addition to information advertising 
in relation to price, product differentia- 
tion and the control of advertising must 
be considered. 

The Wheeler-Lea Amendment to the 
Federal Trade Commission Act is a be- 
lated recognition of the obligation of 
government to protect the consumer as 
well as competitors. In fact, protection 
of the consumer is now regarded as an 
ultimate end of social control. Under the 
Federal Trade Commission Act, before 
amended, the courts held that fair com- 
petition was the ultimate end of social 
control. Apparently they reasoned that 
the competitive system in itself would 
insure efficiency in the use of productive 
resources and would, in itself, offer the 
essential protection to consumers. Under 
the Wheeler-Lea Amendment fair com- 
petition seems to be regarded simply as 
an intermediate end, or rather, a means 
to an ultimate end. This emphasizes the 
fact that unfair and deceptive practices 
which tend to interfere with the choices 
of consumers and thus reduce their total 
satisfactions, irrespective of injury to 
competitors, must be eliminated in the 
interests of consumers. This fundamental 
change is of the utmost significance to 
advertising. 

Product differentiation has long been a 
part of our competitive structure, al- 
though ignored by many economists. 
Nevertheless, the differentiation of prod- 
ucts by branding, trade names, etc. has 
fitted into the competitive scheme. There 
has been little, if any, research on the 
part of marketing men on this subject. 
Problems arising from the consumer 
movement should encourage research in 
this area. One object of product differen- 
tiation is to fix the responsibility for 
quality with the maker or seller. 





a ee ee ee O- lCe l llhl 





> Co Ww 1 


~~ “FS - 


THE JOURNAL OF MARKETING 





24 


wm 








ADVERTISING AND PRICE 


Does advertising increase price? There 
is no general answer to this question. 
Price alone is not a function of advertis- 
ing. It must include the cost situations in 
the industry. If statistics were available, 
one could no doubt show that there were 
situations in which advertising tended to 
result (1) in an increase in price, (2) ina 
decrease in price, or (3) no change in 
price, thus paralleling situations which 
we find in industries of increasing, de- 
creasing, and constant costs. 

Phillips® states that if the relation of 
advertising and prices were merely a 
question of comparing prices under con- 
ditions of pure competition with prices 
where sales promotion is engaged in, the 
answer would be easy. “Under the former 
conditions no seller has any control over 
the price of his product. Furthermore, 
competition would be such that unless a 
firm were of the most efficient size so as 
to have a certain minimum average unit 
cost, it would be forced out of business 
by competitors who had obtained the 
best combination of land, labor, and 
capital. If into these conditions there 
should be placed a manufacturer who 
differentiated his product and engaged 
in advertising, that manufacturer would 
find necessarily his average unit cost of 
production (including cost of sales pro- 
motion) in excess of that of firms operat- 
ing under pure competition.” “In actual 
fact, however, there are few products—if 
any—to which the above analysis may 
be applied in toto. Markets are by no 
means perfect; that is, knowledge of 
prices and quantities is far from com- 
plete on the parts of both buyers and 
sellers. Competition is not pure; that is, 
buyers are not influenced solely by price 
considerations and sellers are not so 
small that their individual outputs have 


* Charles F. Phillips, Marketing, pp. 636-641. 


no influence on the market price.” 

Were conditions such that the above 
analysis could be made, it would not 
necessarily disclose that advertising and 
sales promotion would increase price. 
The manufacturer, by extending his 
market through advertising, might lower 
the cost of production, and secure a more 
effective combination of the factors of 
production. It will then be possible for 
him to sell at a lower price. 

There are many products which could 
not be marketed at all on a large scale 
without advertising. Some non-adver- 
tised items sell at a lower price because 
the seller is taking advantage of the 
market created by the advertiser. 

Professor M. D. Taylor of the Uni- 
versity of North Carolina compared the 
prices of branded food items with the 
cost of food in general. Using the periods 
1929 and 1933, he found that the prices 
on the branded items declined 19.33% 
in contrast to a 40.7% decline in the cost 
of food in general." 

Phillips states that: 

This stability of price may be used as an 
argument to show that the prices of well- 
advertised goods are higher than non-ad- 
vertised but competing products. This, how- 
ever, does not necessarily follow, as the 
slowness in falling may be accompanied by a 
comparable slowness in rising in the up- 
swing of the business cycle, so that over a 


period of years the average price is no 
higher." 


(This reasoning fails to consider that 
the so-called stable price of well-adver- 
tised goods may be above or below the 
general price situation.) 

Most students of the economics of ad- 
vertising are of the opinion that under 
certain conditions, advertising may lower 


10 Taylor, M. D., “Prices of Branded Grocery Com- 
modities During the Depression,” XII Harvard Business 
Review, 4 (1934), PP- 437-449- 

1 Charles F. Phillips, op. cit., p. 641. 
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prices to the consumers, and, under other 
conditions, it may raise prices to the con- 
sumers or exercise no influence whatso- 
ever on prices. Furthermore, it is difficult 
to get sufficient quantitative data upon 
which to base generalizations with re- 
spect to advertising and price. 

Some students of the economics of ad- 
vertising state that much of our present 
day advertising is purely competitive. 
Advertising, they contend, has _per- 
formed a valuable service in developing 
the market, but once that market is de- 
veloped the economic service of ad- 
vertising is lessened and advertising 
becomes competitive. This viewpoint 
overlooks the fact that competitive ad- 
vertising is needed to maintain markets 
and, where possible, to extend them. 


PossIBLeE Errects or CONSUMER MOvVE- 
MENT ON ADVERTISING 


It seems obvious that we may expect 
more informative advertising. The suc- 
cessful advertiser, therefore, will be the 
one who masters the technique of making 
interesting, informative advertising. 

If consumers continue to lose faith in 
the value of advertising and if they fail 
to see its constructive role in the com- 
petitive system, it is possible that the 
volume of advertising will decline. Most 
certainly, the sellers of advertising will 
have a more difficult time convincing the 
potential buyer of its usefulness. Several 
decades ago, sellers of advertising had 
this very problem of convincing poten- 
tial users of what advertising could do for 
them and for business. To-day advertis- 
ing has the problem of convincing con- 
sumers of its economic value both from 
the management and social viewpoint. 

One may also forecast the more or 
less continuous effort toward increasing 
the social control of advertising. This 
may come as a result of direct efforts 
placing greater censorship on advertising 


or it may come indirectly with the 
growth of legislation calling for stand- 
ardization, grading, and labeling of con- 
sumer goods. In a similar manner, state 
consumer bureaus and a federal depart- 
ment of the consumer would exercise ad- 
ditional control on advertising. 

The consumer movement has accen- 
tuated advertising’s interest in develop- 
ing professional standards. Within its 
own ranks, the advertising profession has 
made serious and effective efforts in this 
direction. Recently, it has been sug- 
gested that an organization such as the 
American Marketing Association set up 
professional standards which would be 
acceptable to those engaged in the prac- 
tice of advertising. 

There may be some change in the ob- 
jectives of advertising research. In the 
past, much of it has been of the market 
development character. In the future, it 
may emphasize the social and economic 
problems of advertising. 

Advertising research will, in the future, 
be used extensively in merchandising 
work. The insistence on the truth in ad- 
vertising and the demand for informative 
advertising and labeling bring pressure 
upon the manufacturer to develop his 
product’s features which may honestly 
be talked about in his advertising and on 
his labels. This, in turn, emphasizes 
merchandising activities. 

To the extent to which advertising is 
a part of public relations the consumer 
movement will stimulate this activity. 
In many concerns the burden of public 
relations rests with the advertising and 
sales promotion departments. It is these 
which must interpret the consumer 
movement and translate it in terms of 
consumer relations policies. The con- 
sumer movement reflects a widening in- 
terest not alone in the product but in the 
labor conditions surrounding its manu- 
facture and in general business policies. 
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Interpretation of these things to con- 
sumers may be one of the newer func- 
tions of the advertising department. 

Many courses in consumer education 
are built around products and for much 
product information education must rely 
upon business. Quite often the advertis- 
ing department has charge of the divi- 
sion within the business which prepares 
commercial materials for use in the 
schools. The growth of consumer educa- 
tion gives impetus to the need for these 
materials. 


ADVERTISING’S RESPONSE TO THE 
ConsUMER MOVEMENT 


In scanning advertisements in current 
publications, one is impressed with the 
fact that many of them are in accord 
with many objectives of the consumer 
movement. One advertisement features 
a sample product which can be used for 
test purposes. Another is highly informa- 
tive and gives all essential specifications 
and performance materials; still another 
contains copy dealing with the economics 
of advertising. 

The Printers’ Ink Jury of Marketing 
Opinion summary revealed that at least 
ten organizations were developing defi- 
nite programs in connection with the 
consumer movement and eighteen busi- 
nesses were designing their advertising 
to conform to consumer movement ob- 
jectives. 

The Association of National Adver- 
tisers has been active for some time in 
educating its members as to the practical 
significance of the consumer movement. 
Sessions of its 1939 and 1940 conventions 
were devoted to an explanation of the 
consumer movement and its significance 
to business. Other sessions reviewed what 
its members were doing with respect to 
the consumer movement. 

Advertising clubs throughout the 
United States and Canada are taking 


genuine interest in the consumer move- 
ment. Many of them developed special 
programs built around consumers day 
and consumer forums. Others have de- 
voted a series of meetings to informing 
members of the consumer movement. 
Many advertising clubs have worked 
with local consumer groups in an effort 
to foster mutual understanding. 

Some years ago, the American Associa- 
tion of Advertising Agencies, conceived 
the idea of a consumer council or com- 
mittee which would study the advertis- 
ing-consumer problem and work with 
advertisers and consumers in developing 
higher standards of advertising as well as 
presenting realistic problems of advertis- 
ing to consumers groups. As a result of 
this effort, the Committee on Consumer 
Relations in Advertising, Inc. was or- 
ganized in 1940. It is financed by the 
American Association of Advertising 
Agencies and leading advertising media. 
This Committee has among its activities: 


(1) Interpreting the consumer move- 
ment to advertising. 

(2) Interpreting advertising to the 
consumer movement. 

(3) Engaging in research dealing with 
the economics of advertising and 
the economics of consumption. 

(4) Providing a meeting ground where- 
by advertisers can receive the 
benefit of consumer opinion and 
advice. 


The National Consumer-Retailer 
Council, organized in 1937, has also 
shown an interest in retail advertising- 
consumer problems. At present, it has a 
sub-committee working on the subject 
of information in retail advertising. 

Hence the national advertiser, national 
advertising, and retail advertising are 
all concerned with the consumer move- 
ment as it relates to advertising. 





THE REDISCOVERY OF THE CONSUMER 
MELVIN ANSHEN 


Indiana University 


I 


MONG THE more amusing phenomena 
A turned up in recent years by a puz- 
zled business world, has been the redis- 
covery of the Consumer. The discovery 
has not been the cherished possession of 
one firm or one industry. All business 
claims a share. All business feels the need 
of good public relations. All business 
agrees that consumers are significant 
people. All business begins to talk about 
“working with” consumers, ‘“‘educating”’ 
consumers, inviting consumers to par- 
ticipate in business councils. 

Consumers take kindly to their new 
importance. They organize, argue, write, 
submit themselves to education, meet to 
discuss their common problems. They 
acquire amazing notoriety. They are con- 
demned as Communists. They attack 
advertising; and advertising men, sorely 
puzzled at first, strike back blindly; and 
then, with delayed wisdom, inch into the 
public relations industry with predictions 
of rich returns. 

Consumers are announced to be the 
possessors of the secret of a stable eco- 
nomic life. Research is initiated in the 
economics of consumption. Programs of 
instruction are developed. The objective 
is implicit and cannot be misread: con- 
sumers are to be trained in the fine art 
of buying; business is to cooperate; the 
end product will be the maximizing of 
consumer incomes, and the advancing 
prosperity of business. 

With the exception of those who look 
upon the entire movement as an illegiti- 
mate off-shoot of generally dangerous 
radicalism, few have criticized the de- 
velopment objectively. Few have looked 
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directly to the needs of business and the 
needs of consumers. In the competition 
for the privilege of educating consumers, 
attention has not been drawn to the 
problem of what such a training program 
can be expected to accomplish. In the 
desire to bring to quick maturity a move- 
ment of such brilliant surface promise, 
few have stopped to inquire whether 
consumers can become skilled purchasing 
agents, relying on rational analysis and 
subordinating their emotions, or whether, 
indeed, they may even make substantial 
progress in this direction. Few, that is, 
except the minority who have blindly 
flung a Communistic tar-brush as far as 
it will go. 

To the business historian, the popular 
appraisal of the consumer movement as a 
new development must be slightly comic. 
The time was when consumers occupied 
an even more significant position in eco- 
nomic life than that to which their 
greatest admirers now propose to ad- 
vance them. The pre-Industrial Revolu- 
tion economic system—the system char- 
acterized by household manufacture 
—was a system in which producers were 
keenly aware of the importance and the 
needs of consumers. Little manufactur- 
ing was done with the objective of build- 
ing up inventories of merchandise, either 
in the hands of manufacturers or in the 
hands of mercantile middlemen. Produc- 
tion was carried forward only on the 
basis of orders received, and, most fre- 
quently, on a day-to-day basis. Further- 
more, consumers were not separated 
from manufacturers by a_ bewildering 
maze of distributing middlemen. They 
were close to manufacturers. Usually 
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they visited the household manufac- 
turers when they placed their orders. 
And so manufacturers were compelled 
to deal directly with consumers, to take 
consumers’ orders on short-time periods, 
to be aware continually of what con- 
sumers wanted to buy, and to produce 
only that merchandise for which con- 
sumers had announced in advance their 
willingness to pay. 

During the nineteenth century the 
direct contact between consumers and 
manufacturers was abandoned in indus- 
try after industry. The growing size of 
business units, partially induced by op- 
portunities for lowering production costs 
through the application of power on a 
large scale; the consequent necessity for 
widening the geographical area within 
which each industrial unit might dispose 
of its production; and the possibility of 
profitable specialization in distributive 
functions all contributed to this develop- 
ment. Nor was there cause for any criti- 
cism by consumers. They were losing 
touch with producers, but the expanding 
economy was flooding retail stores with 
new cheap merchandise and the acquisi- 
tive drive swept before it all petty dis- 
satisfaction. The major problem of 
American industry was the satisfaction 
of a voracious, not a discriminating, con- 
sumer appetite. 

The economy has swung full circle. 
The ability to produce has outrun the 
capacity to purchase. The buyer again 
possesses and uses the power of selection. 
Industry scavanges for markets. Now, 
through chicanery and_ shrewdness; 
through mechanization and _ industrial 
rationalization; through, perhaps, a grow- 
ing awareness of the impact of pressure 
groups on the body politic, the consumer 
has again been discovered. Columbuses 
multiply themselves by the thousands. 
An established relationship between con- 
sumers and manufacturers, made diffi- 


cult by the extension of the industrial 
process in space and time, is now blindly 
sought after as the key to Utopia. 


II 


That many are aware of the existence 
and the importance of the problem of 
business-consumer relations is demon- 
strated by numerous attempts to provide 
solutions. These efforts, collectively, 
have been based on two assumptions. It 
has been assumed that the problem is 
essentially a consumer problem. It has 
also been assumed that the solution is 
essentially one of consumer education. 
Some attempt should be made to chal- 
lenge these assumptions. Clearly, the 
problem is not one which concerns con- 
sumers, alone—any more than it is one 
of interest primarily to business. It is, in 
every respect, a joint problem, and one 
the eventual solution of which must 
come only after the execution of a broad 
program designed for effective action 
among both consumers and businessmen. 
Clearly, too, it is undesirable to proceed 
with educational techniques, until the 
area of the problem has been very care- 
fully surveyed. 

Those who have regarded the problem 
of business-consumer relations solely as 
a consumer problem have taken action 
along the line of making available to 
consumers information which will enable 
them to become more nearly ideal con- 
sumers, thoroughly rational, calculating 
individuals. Consumers are told of warp 
and woof and filling, of tensile strength, 
and octane rating; it is suggested that 
even more difficult statements of chemi- 
cal and physical properties be affixed to 
merchandise, or that the results of per- 
formance tests be publicized. The re- 
sponsibility for interpretation is placed 
upon the buyer. The manufacturer, hav- 
ing told the vital facts, has done his 
duty and relieved himself of all re- 
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sponsibility. Recent investigators have 
raised serious questions about the ade- 
quacy of even extensive statements of 
chemical and physical properties. The 
argument whether performance tests 
under laboratory conditions offer satis- 
factory evidence of behavior in consumer 
use is of long standing. In any case, ac- 
tion of this character has not paused to 
inquire if the responsibility implicitly as- 
signed to the purchaser is, in fact, within 
his capacity. Is it reasonable to expect 
purchasers, without technical training, 
to understand, interpret, and use intel- 
ligently statements of properties and 
tests? Or are these responsibilities exces- 
sive and unjustifiable? 

In so far as excessive responsibilities 
are imposed, it should be noted, they are 
not likely to produce results comparable 
to the efforts expended. The disap- 
pointed protagonists, champions of the 
rational consumer, may then be lured 
into radical condemnation of existing 
economic institutions, charging that the 
fault lies, not with the consumer, not 
with those who impose impossible bur- 
dens on the consumer, but in the fabric of 
the economic system, which, by its very 
nature, places the consumer in an inde- 
fensible position. 

The hasty recognition of the consumer 
problem by scattered business units has 
not been followed by a planned solution. 
It is probably true that, until very re- 
cently, businessmen did not recognize 
the presence of any problems in the 
general area of business-consumer rela- 
tions. Businessmen have been motivated 
too much, perhaps, by the desire to sup- 
press unethical competition as a con- 
sumer protective measure—a desire per- 
fectly proper in itself, but inadequate 
when considered in terms of basic busi- 
ness-consumer relationships. Such activ- 
ity on the competitive level is hardly to 
be regarded as business discipline based 


upon an adequate conception of those 
responsibilities which are naturally at- 
tached to business enterprise. 

It is becoming clear that such a con- 
ception must be developed as the basis 
of any program which seeks to achieve 
more satisfactory business-consumer re- 
lations. This does not mean a sudden, 
inspired program of education or re- 
search. It does mean the recognition 
that within the area of business-con- 
sumer relations lie many of the most 
pressing problems of business manage- 
ment; that we do not, as yet, understand 
clearly the nature of these problems; and 
that, still less, do we appreciate the vari- 
ous possible approaches toward a solu- 
tion. It means, as well, that hasty at- 
tempts either to support sincerely or to 
exploit the present consumer education 
movement will not result in a satisfac- 
tory clarification of the problems which 
consumers face every day when they 
spend their money. 

The first constructive measure must 
be an attempt to discover a workable 
division of responsibilities between con- 
sumer units and business units. In a pre- 
liminary way, it may be possible to set 
up two criteria for this program. First, 
the responsibilities assigned to business 
units and to consumer units must be of 
such a character that it is possible for 
typical business and consumer units to 
assume them. There is good reason to 
believe that the responsibilities placed 
upon consumers by specification labeling 
programs are too great; while those as- 
sumed by business seem to be lighter 
than those which business is capable of 
bearing. Second, the division of responsi- 
bilities between business units and con- 
sumer units must be such that there will 
ensue a reasonable satisfaction on the 
part of consumers, which will in turn 
develop into a favorable attitude toward 
business in general. In this connection, 
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it should be pointed out that the best 
assurance business has of the continuance 
of the existing economic system is a 
wide-spread demand by consumers that 
it be preserved. As academic freedom can 
be protected only by the concerted de- 
mand of students that the right to learn 
the truth, freely, be guaranteed, so eco- 
nomic freedom can be protected only by 
the demand of citizens who are also con- 
sumers. Consumer dissatisfaction with 
existing safeguards or protective devices, 
or even with responsibilities which they 
think are in excess of their capacity to 
assume, does not present a sound basis 
for a wide-spread demand for the con- 
tinuance of the existing economic system. 
The seriousness of the situation is not 
decreased by the failure of consumers to 
recognize their inability to assume re- 
sponsibilities. 

Once the responsibilities have been de- 
fined, the program would probably move 
in the direction of educating both con- 
sumers and business in the assumption 
of their responsibilities. The controver- 
sies in this area, in recent years, indicate 
that the education of business in dis- 
covering its responsibilities is, perhaps, 
the most important part of the program. 
Nor does it seem extreme to point out 
that if our present economic society is to 
endure, businessmen must learn to as- 
sume such general responsibilities with 
regard to consumers as necessarily fall 
upon them by virtue of the position of 
business in our society. Care must be 
taken to avoid the belief that business- 
men are assuming responsibilities ade- 
quately when they continue to accept 
existing conventional ethical standards, 
and to support any movement designed 
to impose those standards on less ethical 
competitors. Business competition, that 
is, must be viewed as only one of the 
several important aspects of this prob- 
lem. The situation rather requires that 


the standards themselves be examined 
critically, in order to determine whether 
they really function for the advancement 
of our economic system. A statesman- 
like attitude on the part of business men 
implies a creative outlook with respect to 
accepted conventions and patterns of 
business behavior. It implies a ceaseless 
desire to discover patterns of behavior 
calculated to lead to more satisfactory 
results, and adapted to changing condi- 
tions. It implies an unceasing examina- 
tion of what our economy regards as fair 
standards of business conduct. Further, 
it implies a willingness on the part of 
businessmen to discipline themselves 
when existing patterns of economic be- 
havior are found, in the light of critical 
analysis, to be destined for change. Self- 
discipline of this character, in contrast 
with the disciplining of other business- 
men, suggests a new attitude on the part 
of business, and one, difficult as it may 
be to assume, that must be regarded as 
absolutely necessary for the ultimate 
solution of the many problems lying 
within the general area of business-con- 
sumer relations. 

The general character of business re- 
sponsibilities is framed by the simple 
fact that from the initiation of the manu- 
facturing process to the moment of sale 
to ultimate consumers control of mer- 
chandise is in the hands of business. 
Disparate interests are, of course, repre- 
sented by sequence transfers of owner- 
shiptitlefrom manufacturer towholesaler 
to retailer. But the disparity is of interest 
solely to businessmen. Consumers do not 
recognize it, nor is there any reason why 
they should. They have no concern with 
the problem of who should be responsible 
or why, or what division of risk may be 
desirable. This is a problem of internal 
business relationships and it is one which 
cannot be passed by. As the general 
agent of all interested parties, “Busi- 
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ness” is forced to the assumption of the 
task of manufacturing and selling mer- 
chandise under such conditions that 
consumers know, on a_ non-technical 
basis, what they are buying, how it is 
made, how it is to be used for best re- 
sults, what care must be taken of it, and 
how and where repairs may be effected. 
There is no reason why consumers should 
be seriously concerned with the alloca- 
tion of this task as between contributing 
business agencies in production and dis- 
tribution. It is a business responsibility. 

This suggestion is not presented as a 
radical measure. It does not imply that 
consumers should be represented on 
boards of directors. There is no more 
reason to believe that unskilled con- 
sumers can make an effective contribu- 
tion to the art of business management, 
or can protect consumer interests by 
influencing business policy, than there 
is to believe that consumers can utilize 
statements of physical and chemical 
properties as guides to more effective 
buying. The suggestion does not imply 
that businessmen should become phi- 
lanthropists. It may be regarded simply 
as an act of self-preservation. 

The section of the program which 
relates directly to consumer activities 
is, In many ways, even more difficult 
than that which relates to the activities 
of business units. It may require even 
greater efforts to break from conven- 
tional conceptions. It will require re- 
search of an unusual sort to determine 
what consumers really want. No longer 
is it satisfactory to ignore the important 
problems by simply saying that con- 
sumers know what they want, or, not 
knowing, have no need of knowing. 
Some kinds of wants are socially desir- 
able; others are not. It may or may not 
be constructive to assume that some so- 
cial direction should be given to the 
evaluation of consumer wants. Research 


may or may not provide a basis for 
evaluating wants. And, if successful, 
such research may or may not be desira- 
ble, may or may not be acceptable. One 
thing is certain: that there exists a great 
need for exploratory investigation in this 
direction, so that our society as a whole, 
when asked to determine whether it will 
accept such direction if it can be pro- 
vided, may be able to choose intelli- 
gently, after study of a comprehensive 
program. 

Similar research probably will be 
required to determine the extent to 
which the typical consumer can assume 
responsibilities for the adequate ad- 
ministration of his income. Again, it 
may be possible that the research will 
be fruitless, or that even fruitful re- 
search will provide an unacceptable 
program. It seems highly desirable, how- 
ever, that the attempt be made. 

Again there is reason to believe that 
this is a business, not a consumer prob- 
lem. It is not a problem for altruistic 
business; it is a problem for good busi- 
ness. 


Ii] 


There is little reason to believe that 
there will be any important change in 
the consumer movement in the near 
future. At first, the consumer was ig- 
nored; then a few enlightened leaders 
caught a glimpse of the problem. Seen 
through a glass darkly, it looked simple. 
It also looked important. The message 
was carried to conventions and trade 
association meetings, and it was given 
important space in trade journals. A 
fine frenzy of enthusiasm has been de- 
veloped, and it will be some time before 
the frenzy reaches its peak, and a longer 
time before it begins to decline. 

What can be salvaged from this tur- 
moil of altruism and exploitation? For 
the limited range of absolutely staple 
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merchandise there will be enduring ben- 
efits accruing from the establishment of 
standards, widely observed and easily 
recognized. For a broader range of mer- 
chandise there will be benefits accruing 
from the publication of adequate de- 
scriptions of how to install, protect, use, 
repair, clean, and preserve merchandise. 
There will be a useful accumulation of 
performance data, statements of con- 
tents, and recording of weights and 
measures. 

The rest is the responsibility of pro- 
ducers. When consumer dissatisfaction 
becomes sufficiently acute, some _ busi- 
nessmen will realize that their own 


well-meant efforts, together with the 
predatory exploits of other businessmen, 
have in many ways only succeeded in 


making the whole situation more diffi- 
cult. For consumers are not going to 
become expert buyers. They may grow 
shrewder; they will not grow into gen- 
eral experts. They may know more, but 
they will also rely more; and what 
shrewdness they acquire may serve to 
inspire the thought that, as lambs, they 
are being sheared. The spread of general 
social uneasiness may fuse into undis- 
criminating and depressive blanket legis- 
lation; and the entire area of business- 
consumer relations may be paralyzed 
by unrelenting and limiting statutes. 
And all this may occur solely because of 
an unwillingness to assume those re- 
sponsibilities which are made necessary 
by the existing economic process. 











THE SHERMAN ACT AND “THE 
BOTTLENECKS OF BUSINESS” 


JOE S. BAIN 
University of California 


N 1937, after nearly fifty years of a 

federal anti-trust policy, many econ- 
omists regarded the Sherman Act as a 
rather inconsequential tool for the regu- 
lation of industry. Its usefulness in pro- 
tecting individuals and firms from eco- 
nomic piracy might be admitted, but its 
record seemed to show that it had not 
prevented the growth of concentrated 
market structures and had not exercised 
a significant influence on industrial price 
policies. 

The emergence of concentrated mar- 
ket structures seemed to be in a large 
part a technological necessity which the 
Act would, under any enforcement 
policy, have been unable to check; what- 
ever its causes, concentration was now 
a fait accompli almost impossible to 
eradicate. That the Act should be unable 
to influence price policies within this 
concentrated market structure seemed 
inevitable. In most markets a large pro- 
portion of the output was controlled by 
a few sellers; in most consumers’ goods 
markets the differentiation, variation, 
and advertising of products were of 
dominant importance. As a result, many 
economists argued, individual producers 
were no longer at the mercy of automat- 
ic, “pure” price competition, where 
each seller had no jurisdiction over his 
selling price. Instead, each had control 
over his own price, and recognizing the 
interdependence of his own price policy 
with that of rival sellers, was in any well 
directed effort to maximize his profit 
liable to refrain from active price rivalry, 
competing if at all largely with respect 
to items other than price.’ Price com- 
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petition might be regarded as a market 
phenomenon more characteristic of the 
earlier stages in the growth of indus- 
trial capitalism, limitation of price and 
emphasis on non-price rivalry as char- 
acteristic of its later phases. If this were 
true, the economic potentialities of the 
Sherman Act seemed limited. Its tech- 
nique was to induce price competition by 
removing restraints of trade and pre- 
venting monopolization. But insofar as 
it sought active price competition, it was 
attempting to secure a mode of behavior 
foreign to the modern market structure, 
and was predestined to failure. 

In reviving the Sherman Act with a 
large scale program of enforcement, the 
group under Thurman Arnold in the 
Anti-Trust Division of the Justice De- 
partment has evidently been unim- 
pressed by this theoretical lament over 
the inadequacy of the Act. In The 
Bottlenecks of Business? Mr. Arnold pre- 
sents for popular consumption the ra- 
tionale of the new policy—the belief 
that a vigorous prosecution of the Act 
can influence the behavior of prices 
sufficiently to effect a substantial in- 
crease in aggregate real income and 
employment. Simplified and reduced to 
a standard terminology, his contentions 
are the following: (1) That in many 
markets prices exceed average costs by 
unnecessary margins, and that average 





1 Such a rationale is ascribed to modern markets in 
Edward Chamberlin’s The Theory of Monopolistic Com- 
petition, 1935; Arthur R. Burns’ The Decline of Competi- 
tion, 1936; Gardiner Means’ Industrial Prices and Their 
Relative Inflexibility, Senate Document No. 4, 74th Con- 
gress, First Session. 

2 Reynal and Hitchcock, New York, 1940. 
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costs are often unnecessarily high either 
because of non-price competition or 
because they often include returns on 
assets which are merely “capitalized 
restraints of trade.’’* (2) That in the past 
the enforcement of the Sherman Act 
failed to modify these situations much 
because it was not sufficiently wide- 
spread and because it was not explicitly 
aimed at increasing consumer welfare. 
(3) That a large scale multiple litigation 
policy, which accepts the existing struc- 
ture of markets except insofar as the 
structures is dependent on the continu- 
ance of restraints of trace, and which is 
aimed at the price policies of their mem- 
ber firms, will find that undesirably 
high prices are usually sustained by pun- 
ishable restraints of trade. (4) That such 
an enforcement policy will be able to 
secure the removal of these restraints. 
(5) That the removal of these restraints 
will be followed by a substantial altera- 
tion of the price policies of many of the 
offending industries, both in that prices 
will fall with relation to costs, and in 
that some undesirable forms of non-price 
competition will be eliminated, pre- 
sumably because price rivalry will 
emerge as restraints are lifted. (6) Final- 
ly that the revision of the price structure 
thus accomplished will stimulate pro- 
duction and employment in general, 
either by spreading the existing volume 
of consumer expenditure over a larger 
emount of real goods, or by increasing 
the volume of money income, or both. 
In short, a closer approximation to price- 
competitive behavior is held to be en- 
forceable under the Sherman Act; its 
enforcement is expected to increase real 
income and employment. 

These contentions bring into a clear 


* Tbid., p. 46 et seq. By capitalized restraints of trade 
Arnold presumably means asset values which are the 
capitalization of future expected returns in excess of 
some competitive norm, which returns would not exist 
if markets experienced more price competition. 


focus two questions which have been 
raised in the past three years by the new 
policy of the Anti-Trust Division. First, 
in what degree and in what areas is it 
true that Sherman Act enforcement can 
impose active price competition on the 
existing market structure? Can Arnold’s 
contentions be reconciled with those of 
contemporary price theory, or is one 
school of thought wrong? Second, what 
substantial effects on employment and 
real income can be expected to result 
from an enforcement program which the 
the Arnold regime would regard as suc- 
cessful? 

On the first question, it appears that 
Arnold’s advocacy of enforcement of the 
Act stems from a position which does 
not squarely contradict, but rather dif- 
fers in emphasis from that of the above 
mentioned price theorists. In his book 
he freely implies that in our economy 
departures from price competition are the 
rule rather than the exception. His po- 
sition is unique only in the assertion that 
for a large majority of cases, first, price 
competition is avoided with the aid of 
collusion or conspiracy in restraint of 
trade, and second, elimination of re- 
straints by Sherman Act prosecutions 
will reinstitute price competition and 
alter price behavior. If we agree that 
departures from price competition are 
the rule, the feasibility of Sherman Act 
enforcement obviously rests upon the 
accuracy of these two assertions. 

In how many markets is non-compet- 
itive price behavior associated with col- 
lusive action in violation of the Sher- 
man Act, and in how many is it so 
“natural” a way of behavior that explicit 
collusion is not involved? This is a ques- 
tion of fact, and can be answered only in 
terms of experience such as that which 
the Arnold regime is developing. Await- 
ing conclusive evidence, however, we 
may hazard some general observations. 
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The structure of modern markets has 
considerable variety. Concentration is 
the keynote, but it is by no means the 
rule, nor does it exist everywhere in the 
same degree. A number of markets, par- 
ticularly in the distributive and service 
trades, have relatively many small sell- 
ers; many industrial markets, although 
dominated by a few large sellers, have a 
significant number of smaller rivals; 
while there is a core of concentrated 
industry in which each market is dom- 
inated by a few large producers. Further- 
more, there is variety within each of 
these classes according to differences in 
the importance of product variation, 
style change, location and transporta- 
tion, etc. And as there are many dif- 
ferent types of markets, so may there be 
different sorts of price behavior, and, 
importantly, differences in the extent 
to which restraint of price rivalry is 
likely to be associated with offenses 
under the Sherman Act. 

There is considerable evidence to sup- 
port the hypothesis that as markets 
become more concentrated and sellers 
fewer, all sellers do mutually recognize 
that they are interdependent and that 
price rivalry is cumulative and destruc- 
tive. From this has been drawn the not 
necessarily mistaken inference that such 
sellers may avoid price rivalry automat- 
ically and without resort to collusive 
agreement. This would not make their 
prices more compatible with accepted 
social ends, but it might well make the 
behavior unassailable under the Sher- 
man Act. Moreover, as non-price com- 
petition such as product development, 
advertising, and freight absorption be- 
came important, they may become sub- 
stitutes not only for price competition 
but for price collusion. No binding agree- 
ment may be necessary to divert the 
bulk of market rivalry into non-price 
channels. A first open question, there- 


fore, is this—how large is the sector in 
which absence of price rivalry cannot be 
associated with restraints of trade? 
There is no ground for assuming it away 
—it may well be large enough to place 
important limits on the usefulness of the 
Sherman Act. 

If we give Mr. Arnold the benefit of 
all doubt on the facts of this case, how- 
ever, the more crucial question is this 
in what proportion of markets will con- 
victions under the Sherman Act (or al- 
ternatively consent decrees) substan- 
tially alter the price behavior of these 
markets? The considerations which dom- 
inate the preceding issue apply with 
equal force here. Even if in that sector of 
markets where price competition is nat- 
urally avoided, the government can 
find restraints and can convict, it does 
not necessarily follow that any one or 
any dozen convictions will substantially 
alter price policies. If the market struc- 
ture is antithetical to active price rival- 
ry, it is possible either that price cooper- 
ation will persist without agreements or 
restraints, or that restraining techniques 
will be so ubiquitous that ten will rise 
where one was smitten down. 

Fifty years of experience with the 
Sherman Act testify to the resilience of 
non-competitive pricing in the face of 
litigation, and there certainly is no assur- 
ance that frequency and multiplicity of 
prosecutions will make the firms in con- 
centrated markets compete as to price. 
Is it likely that the recent litigations in 
the typewriter industry, the aluminum 
industry, the Pacific Coast oil refining 
industry, even if the prosecution is quite 
successful in proving its case and finding 
restraints, will alter the price policies in 
question very much or for very long? In 
numerous market environments, to be 
sure, price competition probably will re- 
sult if various restraining practices are 
prohibited. Some local building trades 
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may exemplify this type. But in a con- 
siderable sector of the economy, where 
the degree of concentration is high, and 
where non-price competition is impor- 
tant, it is far from obvious that the pros- 
ecution of any number of restraints of 
trade will alter price policies much. 

The importance of non-price competi- 
tion, moreover, lies not only in the fact 
that it leads often to the stabilization of 
price and the restriction of price rivalry 
without necessary resort to any viola- 
tion of tne Sherman Act, but, also, in 
that it raises costs and may, therefore, 
limit very considerably the extent to 
which prices can be forced down. The 
same effect results from historically es- 
tablished asset values which are merely 
the capitalized value of “restraints of 
trade’’—sources of earning power which 
would not exist in theoretically competi- 
tive markets—and from asset values em- 
bodied in excessively large investment 
in plants or resources. As long as these 
asset values are the product of the con- 
centrated market structures in which 
they exist and as long as the enforcement 
of the Sherman Act does not alter the 
existing market structure, it seems prob- 
able that prices may persistently re- 
main high enough to yield returns on 
these values. Thus non-price competi- 
tion and the existence of non-competi- 
tive asset values may limit greatly the 
possible magnitude of any price effects 
which Sherman Act enforcement may 
produce. 

To do justice to Arnold’s case, one 
exception to the preceding arguments 
should be noted. Reiterating the judicial 
doctrine that size alone is no offense, 
Arnold does largely accept the existing 
structure of markets, and renounces any 
general attempt to enforce atomistic 
competition. But it is possible in some 
instances that the removal of restraints 
within existing market structures may 


be followed either rapidly or slowly by 
an “‘automatic” revision of market struc- 
ture in the competitive direction. Al- 
though the tenor of the previous argu- 
ment was that restraints of trade may 
be only the symptoms or the effects of a 
naturally non-competitive market struc- 
ture, it is possible that in some cases re- 
straints may be the main cause of a 
concentrated market structure, or the 
means by which it is defended. The use 
of patent licensing systems to prevent 
entry to markets, which Arnold empha- 
sizes, may constitute an example of this 
sort. In such cases, Sherman Act en- 
forcement may alter market structures 
sufficiently to produce lasting price re- 
sults. A moderate proportion of indus- 
tries whose price policies offend may fall 
in this category. 

A study of the price policies and mar- 
ket behavior in a wide range of industrial 
markets therefore leads to the following 
suggestions. There may be an important 
sector of markets in which greater price 
rivalry and lower prices can be secured 
by suing under the Sherman Act to re- 
move restraints of trade. But there is a 
considerable sector in which it is doubt- 
ful that punishable restraints, if present 
at all, are more than the manifestations 
of a market structure unsuited to active 
price rivalry.‘ In these situations, Sher- 
man Act enforcement may often be able 
to find no case, and even supposing that 
it does, may be unable substantially to 
alter price policies. This difficulty is re- 
inforced by the fact that types of rivalry 
alternative to price competition are 
numerous and elusive. Mr. Arnold prop- 
erly recognizes that a great many price 
policies may be socially undesirable, but 
he should avoid more explicitly the naive 


4 That active price rivalry is an unworkable way of 
behavior may be evidenced not only in that it is per- 
sistently avoided, but in that when it is adopted, it is 
“destructive” in nature. 
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assumptions that every such price policy 
must involve a violation of the Sherman 
Act and can be rectified by the applica- 
tion of the Act. If price policies consti- 
tute a serious problem for public policy, 
it is important to calculate what propor- 
tion of them cannot be reached by Sher- 
man Act enforcement, and to consider 
other means of regulation for that sec- 
tor. It may be quite legitimate, of 
course, to view a multiple litigation pol- 
icy under the Act as a good method of 
investigating the validity of the hypoth- 
eses suggested above. 

It then seems probable that in a cer- 
tain sector of the economy, the extent of 
which is arguable, Sherman Act enforce- 
ment may secure lower prices and may 
possibly modify certain forms of non- 
price competition. Mr. Arnold argues 
that these results (which he believes can 
be obtained in a dominant proportion of 
industry) benefit both consumers and 
farmers—consumers because lowered 
prices release income to be spent else- 
where, increasing their real incomes; 
farmers because the income diverted 
from expenditure on industrial products 
will be spent in part on farm products. 

Concerning the potential effects of 
price reductions, Mr. Arnold probably 
errs only in the imprecision which ac- 
companies a justifiable, though possibly 
drastic, simplification. By way of elabo- 
rating his arguments it is probably worth 
noting that whether a price reduction 
for a given good is accompanied by in- 
creased expenditure on other goods de- 
pends upon whether consumers spend 
more or less money on that good at the 
lower price, and upon whether or not 
total money expenditure for the econ- 


5 A fairly exhaustive list of other possible means is 
suggested in David Wallace’s, “Kinds of Public Control 
to Replace or Supplement Anti-Trust Laws,” American 
Economic Review, Supplement, March, 1940; pp. 194- 
212. 


omy is stimulated by the reduction. If, 
after the price reduction, total expendi- 
ture is the same and people spend more 
money on the given good, less will be 
spent on other goods, although real in- 
come may, in the net, be greater. Other 
industries are likely to be stimulated 
when the price reduction causes less 
money to be spent on the given good and 
the balance on others (when the demand 
for the given good is less elastic than 
unity) and when the price reduction 
stimulates money expenditure for the 
economy as a whole.’ Important price 
price reductions may therefore have one 
or more favorable effects, but not neces- 
sarily in every case the particular effects 
which Mr. Arnold emphasizes. 

Granting this argument, the issue is 
simply whether the enforcement of the 
Sherman Act can produce enough price 
reductions and sufficiently large price 
reductions substantially to improve real 
and money income. If the present writer 
were asked to offer a prediction on the 
question, his answer, on the basis of the 
arguments concerning market structure 
reviewed above, would be the following: 
There are probably a number of price 
policies which can be modified to the 
advantage of consumers by Sherman 
Act enforcement, sufficiently that the 
Arnold policy seems quite worthwhile. 
But there may well be a very wide range 
of price policies, also socially undesirable 
as to their income and employment ef- 
fects, which either involve no violation 
of the Sherman Act, or cannot be im- 
portantly modified by the Sherman Act. 
The Act may serve best, not alone but 
rather as one line in a multilateral ap- 
proach to the problem of industrial regu- 
lation. 


6 For an elaboration of this argument, see Donald 
Wallace, op. cit., pp. 201-202; and “‘Monopoly Prices 
and Depression,” Explorations in Economics, 1936, pp- 


346-356. 
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T IS DOUBTFUL if any piece of recent 

legislation has been of greater poten- 
tial significance to the general public 
than the Food, Drug, and Cosmetic Act 
which was enacted June 25, 1938. At the 
same time, except in the trade papers, 
no piece of major legislation has received 
less publicity and attention. During the 
five years that it was considered by Con- 
gress it was seldom mentioned in the 
general press, and it has received little 
attention during the two years that have 
elapsed since its passage—all this despite 
the fact that it was bitterly contested 
throughout its legislative history. In 
fact, it is quite possible that the contest 
has not yet been brought to an end. 
While it is difficult to evaluate the Act 
at this relatively early date, this article 
is an attempt to set forth the major 
issues and problems which have been 
raised as a result of its passage. 


EARLIER FEDERAL Foop AND 
Druc LEGISLATION 


The Food and Drugs Act of 1906 was 
the principal legislative measure existing 
in this field prior to 1938. It too was 
passed only after a long struggle. Basi- 
cally it prohibited the shipment in inter- 
state commerce of food or drugs which 
were adulterated or misbranded. The 
latter terms were defined more or less 
satisfactorily, administrative provisions 
were inserted and penalties were estab- 
lished. 

Between 1906 and 1935 this Act was 
amended seven times. Several of these 
amendments were of sufficient impor- 
tance to be mentioned here. The first was 


the Sherley Amendment of 1912 which 
declared that a drug was misbranded if 
its label contained any false and fraud- 
ulent statement regarding the thera- 
peutic effect of the drug. This provision 
was virtually unenforceable since legal 
fraud, which involves an intent to de- 
ceive, is almost impossible to prove. The 
phrase “false or misleading,” which was 
used in the original draft of the Amend- 
ment, would have been much better. In 
any case the provision would not have 
prevented false statements made in ad- 
vertising or on printed matter accom- 
panying the article. 

In 1913 a further amendment required 
the labels of all packaged foods to carry 
a statement of the net weight of the con- 
tents. This provision did not apply to 
drugs but was extended in IgIg to 
wrapped meats. In 1923, through further 
legislation, the standard for milk fat con- 
tent of butter was set at 80 per cent by 
weight. The McNary-Mapes Amend- 
ment of 1930 provided for the establish- 
ment of minimum standards of quality 
and fill of container for canned fruits 
and vegetables. Products not meeting 
this quality standard had to be labeled 
as substandard. In 1935 provision was 
made for factory inspection of any 
packer of sea food at his request and at 
his expense. If it was found that he was 
complying with the Food and Drugs 
Act, the packer could then label his prod- 
uct accordingly.! 

The 1906 Act probably was reasonably 
satisfactory for that time. However, as 


1 The 1919, 1923, and 1935 amendments remain in 
effect without change under the new Act. 
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early as 1917 the Chief of the Bureau of 
Chemistry pointed out several inade- 
quacies of the law, as follows:? (1) the 
lack of legal standards for food, (2) the 
lack of authority to inspect warehouses, 
(3) the lack of any restrictions upon 
poisonous drugs, (4) the limitations of 
the definition of the word “drug,” which 
did not include mechanical devices for 
therapeutic purposes, fraudulent weight- 
reducing remedies, or cosmetics, and (5) 
the lack of control over fraudulent state- 
ments made in advertising and in litera- 
ture included in the package. 

The first limitation mentioned above 
was partially removed by the 1930 
amendment. But the others continued to 
exist, and the situation became more and 
more difficult with the changing struc- 
ture of economic life. New drugs were 
discovered which had definite remedial 
effects when taken in proper quantities 
but which might be dangerous when 
taken without medical advice. No con- 
trol could be exercised over these so long 
as they were not misbranded or adulter- 
ated. An even greater problem was the 
fact that extravagant curative claims 
could be made for worthless drugs in spite 
of the Sherley Amendment. Moreover 
the cosmetic industry grew in impor- 
tance, with no regulation to prevent the 
sale of its dangerous or poisonous prod- 
ucts. Although foods were better regu- 
lated, legislation passed in a period when 
most foods were sold in bulk became 
inadequate as packaged foods attained 
predominance in the field. So it was 
inevitable that revision come at some 
time and not at all surprising to have the 
very potent Tugwell Bill introduced in 
Congress within a few months after the 
Roosevelt administration was inaugu- 
rated. During the next five years succes- 
sive revisions, each somewhat less drastic 


2 As quoted from his 1917 report in “Report of the 
Chief of the Food and Drug Administration,” 1933, p. 1. 


than the last, were introduced.® 

The Tugwell Bill contained two pro- 
visions which, after being subjected to 
considerable debate, were eventually 
eliminated from the act. The first was 
the provision for the establishment of 
mandatory quality standards (A, B, C 
grades) for certain food products. This 
was dropped early in 1934 when it be- 
came evident that any bill containing 
such a provision stood very little chance 
of passage. 

The second provision gave the Food 
and Drug Administration the power to 
control false or misleading advertising of 
foods, drugs, devices and cosmetics. This 
meant that the Federal Trade Commis- 
sion would have to share its control over 
advertising, something that it did not 
wish to do. In the ensuing debates, the 
Senate consistently favored control by 
the Food and Drug Administration, 
while the House just as consistently 
voted to retain control over advertising 
in the Federal Trade Commission. Had 
it not been for this disagreement, the 
Act would have been passed in 1936. 
Finally in March, 1938, the Wheeler- 
Lea bill was passed increasing the 
powers of the Federal Trade Commis- 
sion, and the provision was withdrawn 
from the Food, Drug, and Cosmetic Act. 

Thus the bill was finally enacted in 
June, 1938. There were two factors of an 
external nature which probably aided in 
getting it passed at this time. The first 
was the passage of state legislation based 
on the pending federal law. Maine in 
1935 passed a registration law for cos- 

3 For a very good short account of the legislative his- 
tory of the Act see David F. Cavers, ““The Food, Drug, 
and Cosmetic Act of 1938: Its Legislative History and 
Its Substantive Provisions,” Law and Contemporary 
Problems, Vol. 6, No. 1 (Winter, 1939), pp. 2-22. A 
more detailed account is to be found in C. W. Dunn, 
Federal Food, Drug, and Cosmetic Act (1938), G. E. 


Steckert & Co., New York. 


*L. J. Gordon, Economics for Consumers (1939), P- 
621. 
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metics, while Louisiana in 1936, and 
North Dakota in 1937, passed general 
laws which were taken to a considerable 
extent from the pending federal law. 
Since many producers desire uniform 
legislation in order to avoid the difficulty 
of working under different state laws, it 
became evident that business should aid 
in the immediate passage of a federal 
law which would serve as a model for 
approaching state legislation. 

The second factor was concerned with 
the deaths which occurred in the fall of 
1937 due to the elixir of sulfanilamide 
which was not adequately tested prior to 
being put on the market. The Food and 
Drug Administration did not have spe- 
cific authority to seize the product but 
could do so only through a technicality. 
This event led directly to the “permit 
control” over new drugs by revealing 
clearly the inadequacies of the old law. 


THE PRINCIPAL PROVISIONS 
OF THE AcrT® 


The new law, in its adulteration and 
misbranding sections, covers many prod- 
ucts which were not previously sub- 
jected to regulation. The word “drugs” 
is defined more broadly and includes 
articles used in the diagnosis of disease 
and products intended to affect the 
structure or function of the body, such 
as weight-reducers. Therapeutic devices 
are now regulated, being subject to the 
same rules that are established for drugs. 
Cosmetics (not including soap) are 
brought under the law for the first time. 

The parts of the Act which forbid 
trafic in poisonous articles are almost 

§ An elixir, as defined in the United States Pharmaco- 
poeia, must contain alcohol. The elixir of sulfanilamide 
did not and was thus misbranded. 

6 An outline of the provisions can be found in the 
“Digest of the New Federal Food, Drug, and Cosmetic 
Act,”’ Food and Drug Administration release of June 27, 
1938. A more complete discussion can be found in Con- 


sumers’ Guide, July, 1938, pp. 3-7; also Cavers, op. cit., 
Pp. 22-42. 


all new. Cosmetics which are injurious 
under customary conditions of use or 
under conditions of use prescribed on the 
label are prohibited. Food which is in- 
jurious to health is also forbidden. Pre- 
viously injurious food was prohibited 
only in those cases in which the pois- 
onous substance was added. Drugs and 
devices that are injurious to health under 
conditions of use described in the label- 
ing are forbidden. 

There are positive as well as negative 
provisions in the bill. The 1906 Act had 
few affirmative labeling requirements, 
but the new Act has quite detailed pro- 
visions as to what information shall be 
placed on the label. In the first place, 
standards of quality and of identity and 
fill of container are to be set up for foods, 
except for certain fresh and dried fruits 
and vegetables. The standard of quality 
that is to be established is a single min- 
imum standard and is not to be confused 
with the quality standards (A, B, C 
grades) provided for in the original Tug- 
well Bill. This minimum standard of 
quality is now to be applied to almost 
all foods, whereas it was previously re- 
stricted to canned fruits and vegetables. 
Any substandard product must be so 
labeled. In addition, standards of iden- 
tity are to be established. A food must 
meet the standard of identity of the 
product that it purports to be in order to 
be labeled with that name. For example, 
a product cannot be labeled as “‘tomato 
ketchup” unless it meets the standard set 
for that product. 

Under the previous law, a product 
sold under its own distinctive name 
could not be subjected to misbranding 
provisions. The new Act provides, how- 
ever, that where a standard of identity 
has not been set or where a product is 
manufactured from two or more ingre- 
dients, the label must disclose the names 
of these ingredients. This is designed to 
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inform the consumer about ingredients 
to which he may be allergic and to pro- 
tect him from paying unnecessarily high 
prices for a product which is sold under 
its own distinctive name, but which is 
made from common and _ inexpensive 
ingredients. Where disclosure is imprac- 
ticable or is likely to result in unfair 
competition, exceptions may be made. 

Food labels must also declare artificial 
coloring and flavoring and chemical pre- 
servatives except for artificial coloring in 
butter, cheese, and ice cream. Special 
dietary foods must be labeled in such a 
way that the purchaser will know their 
special properties. 

Drug labels must be even more inform- 
ative than those for food. If an official 
drug varies from the official standard, 
the differences must be stated on the 
label. Drugs containing narcotic or hyp- 
notic substances must be labeled as 
habit-forming. The labels of non-official 
drugs must list active ingredients and in 
some cases the proportion of ingredients. 
Drugs and cosmetics must bear a state- 
ment of the net weight on the label, a 
provision previously applicable only to 
food. 

In addition to the labels proper, the 
Food and Drug Administration has con- 
trol over written material, or labeling,’ 
accompanying the product. This label- 
ing must include adequate directions for 
use of the drug, must contain warnings 
against probable misuse, and must indi- 
cate if the drug is subject to deteriora- 
tion. 

A very important provision is that 
which eliminates the “fraud joker” in 
the Sherley Amendment. It is no longer 
necessary to prove fraud (intent to de- 
ceive) on the part of a manufacturer 


7 Labeling is defined in section 201(m) of the Act as 
“all labels and other written, printed or graphic matter 
(1) upon any article or any of its containers or wrappers, 
or (2) accompanying such article.” 


making false claims as to the effect of 
his drug. If claims are ‘‘false or mislead- 
ing in any particular” action can be 
brought. 

In order to distribute new drugs, the 
manufacturers must make application to 
the Secretary of Agriculture, telling 
what is in the drug, how it is made, how 
it will be labeled, and what safety tests 
have been made. The application be- 
comes effective and the drug may be 
placed on the market if no objection is 
made by the Secretary within 60 days. 
However, the Secretary may extend the 
effective date to 180 days if more time is 
needed to investigate the application, 
and the application may be refused after 
a hearing if there is any doubt as to the 
safety of the drug. 

Another entirely new provision is the 
emergency permit control over the man- 
ufacturing of food. If food is contami- 
nated with micro-organisms during man- 
ufacturing, regulations for wholesome 
production can be established, and per- 
mits to operate will be issued as long as 
is necessary to protect the public health. 

Other provisions of the Act include 
the following: (1) provision for the cer- 
tification of coal-tar colors by the Secre- 
tary of Agriculture, and prohibition of 
the use of uncertified colors in foods, 
drugs, and cosmetics, with the excep- 
tion of hair-dyes (in the latter case, 
warning labels must be used), (2) pro- 
hibition of confectionery which contains 
metallic trinkets or other inedible sub- 
stances, (3) prohibition of antiseptics 
which do not have germicidal power, 
(4) prohibition of non-official drugs, if 
the standard of strength is different from 
that claimed, (5) prohibition of food, 
drug, and cosmetic containers which 
may render the contents injurious to 
health, (6) prohibition of deceptive and 
slack-filled containers, and (7) prohibi- 
tion of foods, drugs, and cosmetics 
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which have been prepared or handled 
under unsanitary conditions. 

The administrative provisions of the 
Act have also been changed. One of the 
most important changes is that which 
authorizes the establishment of toler- 
ances for poisons where the addition of 
poisons to food is Crary in production 
or cannot be avoided by good manu- 
facturing practice. This has reference 
primarily to spray residue on fruits and 
vegetables. Under the old law, the Food 
and Drug Administration had to show 
the amount of poison which was left on 
the fruit or vegetable and then had to 
prove that it was injurious to health. 
This involved duplication at every trial 
as well as uncertainty.* While the Ad- 
ministration did establish a standard to 
guide it in the enforcement of the law, 
this standard had no legal significance 
and could be disregarded by the court. 
Under the new Act, the Administration 
has the power to establish a standard 
tolerance as to the amount of poison 
injurious to health. This standard is 
subject to review by the Circuit Court 
of Appeals. But otherwise it has the 
force of law, and the only question to be 
decided at a trial is whether the prod- 
uct contained an amount of poison in 
excess of the tolerance. 

Under the old law, it was the practice 
of the Food and Drug Administration 
to seize dangerous or fraudulent prod- 
ucts at several places. This caused a 
heavy burden to the producer, since he 
had to defend suits in many remote jur- 
isdictions and also lost large quantities 
of the product. At the same time it was 
an effective method of protecting the 
public. The new multiple seizure pro- 
vision restricts seizure to a single ship- 
ment unless it is a second offense or 
unless the product is dangerous to 


“New Rules for Food and Drugs,” 
Guide, op. cit., p. 5. 


Consumers’ 


health, or the labeling fraudulent or 
misleading in a material respect which 
would lead to injury or damage to the 
consumer. Any case involving a single 
or multiple seizure can be transferred 
for trial to a “district of reasonable 
proximity” to the producer’s principal 
place of business, at his request, unless 
good cause to the contrary is shown. 
Whether this means that the case can 
actually be transferred to the producer’s 
home jurisdiction is not clear. 

The Administration now has access 
to transportation records necessary to 
establish federal jurisdiction. This merely 
gives Congressional sanction to a prac- 
tice that had been previously followed 
anyway. 

More prompt enforcement of the law 
may now be possible since the Act 
authorizes restraint of violations by in- 
junction. Also, criminal penalties are 
increased under the new Act. Whether 
this is important will depend upon the 
courts. Maximum penalties were seldom 
assessed under the old law. 

Most of the provisions of the Act were 
to go into effect one year after its final 
approval by the President, or on June 
25, 1939. The poisonous drugs and in- 
jurious cosmetics provisions, along with 
the control over new drugs provision, 
went into effect immediately on June 25, 
1938. In order to save industry from 
burdensome expense and to give it addi- 
tional time to adapt its labels to the 
comprehensive requirements of the new 
law, an amendment was passed on June 
23, 1939, postponing the effective date 
for most of the labeling requirements to 
January 1, 1940. In addition, the Secre- 
tary of Agriculture was given power to 
promulgate regulations further post- 
poning some of the labeling provisions 
to July 1, 1940, with respect to litho- 
graphed labels and labeled containers 
manufactured prior to February 1, 1939. 
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The Secretary’s regulations, promul- 
gated on December 2, 1939, included 
conditions that the quantity of labels or 
containers on hand on January 1, 1940, 
must exceed Io per cent of 1939 require- 
ments and that any exemption from the 
labeling provisions must not result in 
labeling which is misleading as to the 
consequences resulting from use of the 
product.?® 


EFFECTS OF THE ACT 


It is obviously impossible to state 
from experience at present just how the 
new law will affect industry and the 
public. A great deal depends upon the 
regulations which are being established 
for enforcement and upon ensuing court 
decisions which will be necessary to de- 
termine whether these regulations com- 
ply with the intent of the Act. There 
are many problems involved. Even the 
labeling of the ingredients of food prod- 
ucts is not as simple as might appear 
at first glance. For example, ingredients 
are varied in some foods from time to 
time as changes take place in the market 
prices of the various materials which 
may be used. It might be impossible for 
a producer under these conditions to 
keep his labels up-to-date. There is evi- 
dence to indicate that in such cases the 
industry will be allowed to make some 
type of general statement as to the na- 
ture of the ingredients, provided that it 
does not deny adequate information to 
the consumer. 

The food industry will perhaps be 
most affected by the provisions with 
respect to standards of quality and iden- 
tity. As mentioned above, minimum 
standards of quality have been estab- 

® For complete text of the conditions which must be 
fulfilled in order to claim exemption, see the Federal 
Register, December 5, 1939, Pp. 4764. 

10 Robert W. Austin, ““The Federal Food Legislation 


of 1938 and the Food Industry,” Law and Contemporary 
Problems, op. cit., p. 131 ff. 





lished previously only for canned fruits 
and vegetables. They are now being set 
down for all foods. However, any mem- 
ber of the industry who believes that a 
given standard is unfair may appeal to 
the courts." Thus the industry is pro- 
tected from unreasonable and arbitrary 
standards. 

Standards of identity set in the past 
by the Food and Drug Administration 
have not had the force of law, and a man- 
ufacturer could label his product as 
“jam” (for example) without meeting 
any standard. Under the new law a prod- 
uct cannot be sold as “jam” unless it 
meets the standard set down by the 
Administration. This does not necessar- 
ily mean that quality will be standard- 
ized among various competing products, 
but it does mean that the consumer 
is protected against definitely inferior 
items. 

This should not provide the legiti- 
mate part of the food industry with any 
great difficulty, but an allied provision 
may have more far-reaching effects. 
Products compounded of two or more 
ingredients and sold under a distinctive 
name must bear the names of all ingre- 
dients on the label unless exemption is 
allowed by the Secretary of Agriculture. 
The question is whether it is fair to re- 
quire a company to disclose the ingre- 
dients of a branded product so that com- 
petitors have an opportunity to copy it. 
The Food and Drug Administration 
appears thus far to have taken the atti- 
tude that industry must look to the 
trade-mark and copyright laws for such 
protection. It has made compromises 
with companies and industries that have 
peculiar labeling problems, but it does 
not seem to have excused anyone be- 
cause of the possibilities of unfair com- 
petition. 

To an even greater extent, the effects 

1 Jbid., p. 138. 
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of the Act upon the drug industry de- 
pend upon the Administration’s attitude 
and upon judicial interpretation. The 
objective of the Act is to control dan- 
gerous and so-called ‘‘worthless” drugs. 
But it is impossible to set forth in a 
legislative enactment exactly which 
drugs are dangerous or worthless. All 
that can be done is to include general 
provisions which can be applied to them. 
But these provisions, technically inter- 
preted, may also be applicable to many 
drugs which are, on the whole, benefi- 
cial. 

This problem can perhaps be illus- 
trated by section 201 (n), which provides 
that labeling may be considered mis- 
leading if it fails to reveal certain types 
of material facts. In interpreting this, 
the Administration has included in its 
definition of material facts, the fact 
(when it exists) of a difference of opin- 
ion among qualified experts as to the 
truth of a representation, “if there is a 
material weight of opinion contrary to 
such representation.’ It may be noted 
incidentally that this provision was 
eliminated from the original Tugwell 
Bill but is now set up as an administra- 
tive regulation. Thus there is some ques- 
tion as to whether a court would allow 
it to be enforced. But aside from this, 
the provision is so broad that no one can 
tell just what effect it will have. There 
are always differences of opinion as to 
who is a “qualified expert” and what 
constitutes ‘‘a material weight of opin- 
ion.” On the other hand, if the drug 
manufacturer makes no representations 
on the label with respect to curative 
claims, there is probably nothing that 
the Administration can do so long as the 
product is not actually harmful. It is 


2 “Federal Food, Drug, and Cosmetic Act and Gen- 
eral Regulations for Its Enforcement,” United States 
Department of Agriculture, Food and Drug Administra- 
tion, S.R.A., F.D.C. 1 (August, 1939), p. 4. 


possible that sufficient claims could be 
made in advertising so that sales of the 
product would not be appreciably af- 
fected. Of course, this depends on wheth- 
er the Federal Trade Commission 
(through the Wheeler-Lea Amendments) 
regulates advertising along the same 
lines that the Food and Drug Adminis- 
tration regulates labeling. 

Another enforcement regulation which 
may have an important effect upon the 
drug industry is the one which provides 
for control over labeling while the article 
is “held for sale after shipment or delivery 
in interstate commerce.’’* Under pre- 
vious interpretations of “interstate com- 
merce,” a manufacturer could send 
printed matter separately to the drug- 
gist who could then place it in the 
package. This printed matter thus would 
not be subject to control by any federal 
agency. The new regulation is designed 
to give the Food and Drug Administra- 
tion the same control over labeling dis- 
tributed in this way that it has over 
labeling which accompanies the product 
in interstate commerce. Whether this 
definition of “interstate commerce”’ will 
be upheld by the courts remains to be 
seen. 

As was previously noted, official drugs 
which vary from the standards of the 
Pharmacopoeias and National Formu- 
lary must state these differences on the 
label. Under the enforcement regulations 
it is provided that the extent of each 
difference must be shown.'* While this 
provision may directly protect consum- 
ers, its principal value is to apprise phy- 
sicians and pharmacists of all differences 
from the official standards with which 
they are familiar. Some drug manufac- 
turers feel that this type of labeling will 
give the impression that products which 
vary slightly from official standards are 


13 Jbid., Italics are the writer’s. 
M4 Tbhid., p. 21. 
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inferior when in reality they are not.® 
This is quite possible since few con- 
sumers would have sufficient technical 
knowledge to understand the effect of 
the difference. Under these conditions, 
it is probable that the provision will re- 
sult in greater conformity of drugs to the 
official standards. 

The cosmetic industry is brought 
under control of federal legislation for 
the first time, but the regulation is not 
as extensive as it is for food and drugs. 
Dangerous cosmetics will be outlawed. 
All cosmetics will be affected by the 
labeling provisions, although not nearly 
to the extent that the food and drug 
industries are. Probably the most diffi- 
cult problem raised is whether certain 
products shall be classified as cosmetics 
or drugs. The new definition of drugs 
includes articles intended for the preven- 
tion of disease and articles (other than 
food) intended to affect the structure or 
function of the body. Vitamin and hor- 
mone creams, non-perspirants (but not 
including deodorants), and _ possibly 
other articles normally thought of as 
cosmetics may fall within this defini- 
tion.!® Since the drug provisions are more 
stringent, it is probable that the Admin- 
istration will attempt to classify some of 
these products as drugs, provided that it 
appears necessary in order to protect the 
public. 

Soap is not included in the definition 
of a cosmetic, but it is not certain that 
the entire industry will be relieved from 
regulation. Soap is not defined in the 
Act, and there is a possibility that the 
Administration might consider any soap 
making unusual “‘beauty” claims to be 
in the category of cosmetics rather than 

15 James F. Hoge, “An Appraisal of the New Drug 
and Cosmetic Legislation from the Viewpoint of Those 
Industries,” Law and Contemporary Problems, op. cit., 
p- 116. 


1 R. J. Mill, “Problems of Cosmetic Label Revision,” 
The Glass Packer, March, 1939, p. 152. 


soap. Too, “medicated” soaps might be 
classified as drugs. 

Another problem confronting industry 
is that of obtaining state food and drug 
laws similar to the federal Act. Com- 
panies with nation-wide distribution 
require relative uniformity of such legis- 
lation if they are to operate effectively. 
Because of the delay in Congress, at least 
three comprehensive state laws were 
passed before the federal law was en- 
acted. In at least one case (North Da- 
kota) there is considerable difference 
between the state and federal provisions. 
Attempts are also being made to obtain 
state and local laws which are more 
drastic than the federal law. A more 
stringent bill was introduced in the New 
York City Council immediately after the 
federal Act was passed.!? The Associa- 
tion of Food and Drug Officials of the 
United States has drafted a rather strict 
model state law, which has been intro- 
duced into state legislatures.!* The state 
acts that have been passed since 1938 ap- 
pear to follow the federal Act rather 
closely,!® but most states have not yet 
enacted new legislation. 

From the consumer point of view, the 
principal effect of the Act should be to 
give greater consumer protection. At 
present it is impossible to say just how 
great this protection will be. Many pro- 
visions of the Act are broad and the 
Food and Drug Administration may be 
able to exercise a considerable amount of 
discretionary authority. Some of these 
possibilities have been mentioned in the 
above discussion of drugs and cosmetics. 
Thus the enforcement policy of the Ad- 
ministration, as modified by court de- 


17 “T)rastic Drug Bill,” Business Week, July 23, 1938, 
p. 18. 

18 “Uniform State Food Law Is Drafted,” Printers’ 
Ink, December 15, 1938, p. 84. 

1’ For a few comparisons, see “North Carolina. 
Nevada, West Virginia Enact Complete New State 
Laws,” Food Industries, May 1939, p. 284. 
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cisions, will give the key to the final 
effectiveness of the Act. But at the pres- 
ent time there appears to be little doubt 
that the consumer will be benefitted by 
the new legislation. 

In the first place, the protection to 
health is much greater. During the first 
year of enforcement of the dangerous 
drugs, devices, and cosmetics provisions, 
79 criminal prosecutions and 187 seizures 
were made.”° Almost all of these con- 
cerned products not previously covered. 
Of the 1,107 new drug applications re- 
viewed during the year 683 were ap- 
proved, 376 were awaiting further in- 
formation, and 48 had been withdrawn 
by the applicants for further considera- 
tion.” 

Also, much buying information has 
been made available to the consumer as 
a result of the labeling provisions of the 
Act. Much of this information has not 
been previously available. The consumer 
will be benefitted to the extent that he 
takes advantage of it. Some people be- 
lieve that these provisions of the Act 
constitute an important step towards in- 
formative labeling and that consumers 
will be led to demand more detailed 
labeling of other products as a result.” 


CONCLUDING OBSERVATIONS 


During the past seven years the Food, 
Drug, and Cosmetic Act has been widely 
criticized both by industry and by con- 
sumers. Industry opposed such an ex- 
tensive revision of existing legislation, 
while many consumer representatives 
maintained that the bill was not suffi- 
ciently drastic. The resulting piece of 


20 “Report of the Chief of the Food and Drug Ad- 
ministration,” 1939, p. 2. 

1 Tbid., p. 3. 

2 C, B. Larrabee, “Informative Labeling, Feared by 
Many Manufacturers, Is a Real Selling Help,” Printers’ 
Ink, May 11, 1939, p. 11. Mr. Larrabee believes the 
Act will educate the public to the benefits and desira- 
bility of informative labeling. 


legislation represents a compromise be- 
tween these opposing points of view. 

Two such compromises are to be found 
in the multiple seizures provision and in 
the provision for judicial review of ad- 
ministrative regulations having the force 
of law. Multiple seizures are restricted 
to some extent by the new Act but are 
allowed under a sufficient number of 
conditions so that the work of the Food 
and Drug Administration probably will 
not be materially handicapped. Judicial 
review is allowed by any Circuit Court 
of Appeals. This should give business suf- 
ficient protection from the possibility of 
arbitrary regulations. At the same time, 
the work of the Administration will not 
be handicapped as much as it probably 
would have been if such regulations had 
been subjected to review by the district 
courts.” While both of these provisions 
have been criticized by consumer repre- 
sentatives it seems unlikely that they 
will interfere with the administration of 
the Act to any great extent. 

Consumer representatives have sug- 
gested many improvements for the Act:”4 
that drug labels should include the quan- 
tities, as well as the names of the various 
ingredients; that supervisory inspection 
on a voluntary basis should be provided 
for other industries besides the sea-food 
industry; that emergency permit con- 
trol should be extended to other products 
in addition to foods; and many others. 
However, the major issues appear to be 
regulation of advertising, establishment 


%3 The Circuit Courts are fewer in number and not so 
likely to be subject to local producer influence. If judi- 
cial review were allowed in the district courts, an ad- 
verse decision by any one of them would destroy the 
administrative regulation. For a more complete discus- 
sion, see Ralph F. Fuchs, “The Formulation and Review 
of Regulations under the Food, Drug, and Cosmetic 
Act,” Law and Contemporary Problems, op. cit., p. 45. 

%4 See Consumers’ Guide, op. cit., p. 22; also Louise G. 
Baldwin and Florence Kirlin, “Consumers Appraise the 
Food, Drug, and Cosmetic Act,” Law and Contemporary 
Problems, op. cit., p. 144 ff. 
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of quality standards for foods, and dis- 
closure of cosmetic ingredients. 

The problem of selecting the proper 
agency to regulate the advertising of 
food, drugs, devices, and cosmetics is a 
difficult one. The Federal Trade Com- 
mission has always had the power to 
regulate unfair practices. Thus many 
people felt that there would be duplica- 
tion and confusion if the power to regu- 
late false advertising of food, drugs, 
devices, and cosmetics were given to the 
Food and Drug Administration. For this 
reason, the Wheeler-Lea Amendments 
were passed as a compromise measure. 
Control over advertising was retained by 
the Commission but its powers were in- 
creased.” 

From the consumer standpoint, the 
problem now is to co-ordinate the activi- 
ties of these two agencies in such a way 
that advertising will be subjected to as 
strict regulation as is labeling. This is 
important because more people are un- 
doubtedly influenced by advertisements 
than by labels. But this co-ordination 
may be difficult to effect because of a 
difference in the wording of the two acts. 
The Food, Drug, and Cosmetic Act pro- 
vides that a product is misbranded if its 
labeling is ‘false or misleading in any 
particular,” while the Wheeler-Lea Act 
prohibits advertising only if it is “mis- 
leading in a material respect.’”’ How ef- 
fective this latter phrase will be depends 
upon its interpretation by the courts, but 
it is doubtful if it is as restrictive as the 
misbranding provision. Thus it will be 
difficult, if not impossible, to co-ordinate 
completely the activities of the two ad- 
ministrative agencies. 


25 For a more complete discussion of the Wheeler-Lea 
Amendments see Martin L. Lindahl, “The Federal 
Trade Commission Act as Amended in 1938,” Fournal 
of Political Economy, Vol. 47 (August, 1939) pp. 497- 
§25; also Milton Handler, “‘False Advertising Under the 
Wheeler-Lea Act,” Law and Contemporary Problems, 
Op. cit., pp. 9I-110. 


It is also likely that industry would 
find it advantageous if the Food and 
Drug Administration were given control 
over advertising. Under the present sys- 
tem, a manufacturer may use the same 
copy in both advertising and labeling 
and yet be prosecuted for misleading ad- 
vertising while the labeling is unobjec- 
tionable, or vice versa. If he desires an 
opinion on copy which is to be used for 
both purposes, he must consult two 
agencies instead of one. In the writer’s 
opinion, the advantages of control over 
advertising by the Food and Drug Ad- 
ministration outweigh the disadvantages. 

A second issue is the establishment 
of quality standards and compulsory 
grade labeling for foods, particularly for 
canned foods. This has been discussed 
a great deal during the past few years. 
Such a provision was included in the Tug- 
well Bill and also in the proposed New 
York City law and in the model state 
law drawn up by the Association of Food 
and Drug Officials. Grading of foods 
would unquestionably aid consumers in 
buying and it would probably lower 
marketing costs. There is little reason to 
believe that it would eliminate either 
advertising or price competition. There 
would still be variations in quality and 
flavor within a given grade. Some volun- 
tary standards are now established for 
canned fruits and vegetables by the 
Bureau of Agricultural Economics. If 
compulsory standards are to be estab- 
lished, it probably would be better to 
have them set by the Food and Drug 
Administration since it now sets and en- 
forces a minimum quality standard. 

It has also been suggested that cos- 
metics be required to carry a declaration 
of ingredients on the label. The argu- 
ments in favor of this are that the pur- 
chaser wants to know if a cosmetic 
contains ingredients to which she is al- 
lergic; also that she has no way of ascer- 
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taining whether she is paying too high a 
price for what she is buying. Cosmetic 
manufacturers, of course, believe that it 
is unfair to compel them to disclose their 
tormulas because of the possibility of un- 
fair competition. In spite of this objec- 
tion, more informative labeling of cos- 
metics appears to be desirable. 

One possible consumer complaint re- 
garding the administration of the law has 
been removed now that the Food and 
Drug Administration has been trans- 
ferred from the Department of Agricul- 
ture to the Federal Security Administra- 
tion. Since the Department of Agricul- 
ture is interested in the production and 
sale of farm products, it was felt by some 
people that the Administration could do 
more effective work in the checking of 
spray residue on fruits and vegetables if 
it were under an independent agency. 
The shift appears to be a good one. Even- 
tually it would be desirable to combine 
all consumer activities into one agency 
in order to obtain greater co-ordination. 
This would also be beneficial to business 
since it would have only one agency with 
which to deal. 

Probably little will be done in the near 
future about the various consumer com- 


plaints mentioned above. Rather than 
attempting revisions of the Act at this 
time, consumers should concentrate on 
getting increased appropriations for the 
Food and Drug Administration. The 
1939-1940 appropriation was approxi- 
mately $2,750,000, while the proposed 
1940-1941 appropriation is about the 
same.” This is only $750,000 more than 
the annual appropriations made in recent 
years to enforce the 1906 Act, which 
was of much narrower scope. In fact 
$2,750,000 would have been inadequate 
for proper enforcement of the old Act. It 
has been estimated that an annual ap- 
propriation of $20,000,000 is now neces- 
sary for proper enforcement.?’ Walter G. 
Campbell, Chief of the Food and Drug 
Administration, has requested the more 
conservative amount of $5,000,000. Re- 
gardless of which figure is accepted, it 
appears evident that the Administration 
cannot operate as effectively as is de- 
sirable with the present appropriation. 


% The figure given represents the entire sum appro- 
priated to the Administration, which must enforce sev- 
eral other acts besides the Food, Drug and Cosmetic 
Act. 

771. J. Gordon, “Protection of the Consumer,” 
Annals of the American Academy, November, 1939, 
p. 78. 








DECENTRALIZATION OF RETAIL TRADE 
IN THE METROPOLITAN MARKET AREA 


WILLIAM K. BOWDEN anv RALPH CASSADY, JR. 


n Los ANGELEs in 1936 and early 1937 
l sales volume estimates which were con- 
versationally impressive brought about 
a generally accepted quantitative ap- 
praisal of the large amount of retail 
business being done by outlying shopping 
areas. Yearly counts of business listings 
in the classified telephone book, by en- 
terprising realtors, designed as an in- 
fluencing factor favoring outlying retail 
locations added to the already large ac- 
cumulation of questionable data on this 
subject. Estimating finally reached the 
stage where the complications produced 
the usual statistical confusion which re- 
sults from bringing together a large num- 
ber of unrelated factors. 

During this same period an apprecia- 
tion of the unwieldiness of the corporate 
city of Los Angeles, as a statistical unit, 
was built up in the minds of many lead- 
ing Los Angeles business men. Censuses 
of business reports for 1929, 1933 and 
1935 were discovered to be inadequate 
as a basis for measuring the relative 
change in the amount of retail sales being 
made in the several shopping centers of 
the market. To illustrate: The City of 
Beverly Hills, completely surrounded 
by the corporate city of Los Angeles and 
boasting a relatively small population of 
17,249 because of its individual corpo- 
rate status, was entitled to a complete 
breakdown of retail sales and the number 
of stores involved, for each of fourteen 
major business classifications, for each 
census of business year 1929, 1933 and 
1935. On the other hand, Hollywood, 
which is second only to downtown Los 
Angeles in retail trade importance is 
wholly contained within Corporate Los 
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Angeles, as is the fast growing Wilshire 
District which, by its retail trade in- 
creases, has more than justified its typi- 
cal real estate promoters’ sobriquet, 
“The Miracle Mile.” The latter, for 
example, is nearly ten times as populous 
as Beverly Hills and does nearly three 
times the retail volume but, in spite of 
its greater economic significance, is not 
broken down separately for the business 
censuses because it is part of corporate 
Los Angeles. And even more striking, in 
spite of a total population in excess of 


one and one-fourth million, the city of 


Los Angeles is reported on a basis similar 
to the much smaller Beverly Hills. Thus 
do the peculiarities of our laws applicable 
to the publication of Census Data some- 
times keep us from enjoying much valu- 
able factual material. 

As has been mentioned, this problem 
had been recognized for some time but it 
was not until 1937 that one of the present 
authors interested thirty-two leading Los 
Angeles business executives in raising 
$4000 for the purpose of employing the 
Census Bureau to recast its data on a 
basis of census tracts and prepare a re- 
port containing information from which 
the extent of decentralization could be 
studied more intelligently. The Special 
Committee for Census of Business Analy- 
sis was formed. Corporate Los Angeles 
was divided into thirty-six geographic 
areas, each containing a major or a minor 
shopping center. These, together with 
the thirty-seven incorporated cities in 
the balance of the county, completed a 
census of business area plan. The Census 
Bureau thus took on the task of dis- 
tributing all census of business reports 
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TABLE I. Suirt In RELATIVE SALES VOLUME BETWEEN SIXTEEN Los ANGELES 
INTRAMARKET AREAS 1929-1935 


(Dollar figures in millions) 

































































| Relative Gains and Losses by Economic 
: Areas (Dollar Figures Based upon 
Share of Total Market Numerical aatiouies in Per fous 
Major Economic Intramarket of County Total) 
Areas (16 Markets within ——— 
the Los Angeles Market Area) 1929 | 1935 | Com- | Per Cent Com- | PerCent 
- petitive | of Total | petitive | of Total 
Dollar Per Cent | Dollar | Per Cent| Dollar Relative | Dollar | Relative 
Value | of Area | Value of Area Gain | Gain | Loss Loss 
San Fernando Valley $ 28.22 2.19% | $ 25.10 | 2.66% |$ 4.43| 4-32%| 
Glendale 46.36 3-61 37.69| 4.01 | 3-771 3.68 
Pasadena 60.15 4.67 45.00 4.78 | 1.04 | 1.01 
Pomona-Foothill 32.84 2.55 24.00] 2.55 0.00} 0.00 0.00 ©.00 
Alhambra.. 23.09 1.79 21.02 2.23 4-15) 4.04 
Northeast 37.61 2.92 34-4 3.66 6.97 | 6.81 
East... 79.76| 6.20 44.50| 4.73 $ 13.75| 13.51% 
Central (“‘Greater’”” Down- | 
town)... 441.79] 34-32 235.80] 25.03 87.22] 85.39 
Wilshire. . 46.75 3.64 56.17 5.96 21.85] 21.33 
Hollywood 87.32 6.78 70.06 7.44 6.22] 6.07 
Beverly Hills-Westwood. . . .| 15.42 I.20 21.99 2.34 10.74] 10.48 
Santa Monica Bay 42.26 3.a7 33-79 ‘8 2.92 2.85 
\dams-Inglewood. . 97 . 83 7.59 3-45 8.86 11.96 | It .67 
Southeast 65.03| 5.06 58.89] 6.24 11.12] 10.85 | 
Whittier-Norwalk. . | 11.88] 0.92 7.53| 0.80 1.53] 1.10 
South Coast 106.31 8.26 86.63 9.19 8.76] 8.53 | 
Balance of County. | 64.69 5.03 $5.99] 5-94 8.57 8.36 | 
rOTAL $1,287.31 100.00% | $942.08 | 100.00% | $102 50 100.00% | $102 50 | 100.00% 





for 1929, 1933 and 1935 into these de- 
fined areas. The data were then tabu- 
lated to show the number of outlets and 
the amount of sales by commodity groups 
for each of the areas. Then, for each area 
the per cent which both outlets and sales 
represented of county totals for each of 
fourteen major business classifications 
was easily computed. Data for the origi- 
nal seventy-three smaller areas now could 
be grouped conveniently into the six- 
teen major markets-within-a-market. 
With the analysis in hand it was pos- 
sible to compute with some accuracy the 
quantitative sales volume changes which 
1 The report was published for the Committee under 
the title—Census of business: 1935 Retail trade of Los 
Angeles County by Small Areas—1935, 1933-1929 (Pre- 
pared for Special Committee for Census of Business 


Analysis, Los Angeles, California). All of the data con- 
tained in the present paper are derived from this study. 





had taken place in each of the shopping 
areas within corporate Los Angeles be- 
tween 1929 and 1935. Of far greater im- 
portance, however, was the fact that the 
analysis also provided a basis for inter- 
preting these changes. That is to say, it 
made possible qualitative measurements. 
It was in other words possible to answer 
these questions: Was the sales volume in 
each area in 1935 a smaller or larger per- 
centage of total sales of the market than 
in 1929? Was trade relatively greater 
or less in downtown Los Angeles? 
Table I, presented for illustrative pur- 
poses, shows the changes which have 
taken place in total sales for the sixteen 
major economic areas between the years 
1929 and 1935. It shows also the relative 
gain or loss by each of the major eco- 
nomic areas between these two years. 
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Although the former is quite clear the 
latter should be explained briefly: As is 
suggested in the heading, the figures in 
the last four columns are relative. They 
indicate how each area fared from 1929 
to 1935 as compared with the areas as a 
whole. Thus the dollar figures based upon 
the change in per cent which their sales 
represented of county totals indicate the 
relative loss or gain experienced by each 
sub-area. The percentage figures indicate 
merely what proportion of the loss was 
absorbed or the proportion of the gain 
made by each major economic area. It 
is quite clear that the great bulk of the 
loss was borne by the “greater’”” down- 
town area. 

It must be understood that each of 
these major economic areas is a combina- 
tion of smaller areas which because of 
practical limitations cannot be presented 
in tabular form. Although much can be 
seen from figures in Table I, much sig- 
nificant information may be concealed in 
the totals. For example, Westwood Vil- 
lage (contiguous to the U.C.L.A. campus) 
has had a phenomenal growth since 1929 
but much of this growth is obscured by 
the inclusion of these figures with those 
of neighboring Beverly Hills. Similar 
situations obtain in other instances. 
Again, the area shown in Table I as 
Central or “Greater” Downtown is much 
larger than downtown proper, extending 
at least a mile north and west of the main 
business district. The picture is distorted 
to some extent when data for this larger 
area are utilized. Consequently, for pur- 
poses of textual discussion, conclusions 
will be based upon the figures for down- 
town proper: 

In 1929, Los Angeles retail stores in 
downtown proper obtained 29.60 per cent 
of the total county retail trade amount- 
ing to $1,287,000,000. By 1935 the down- 
town percentage of the county total had 
declined to 21.97 per cent. This was 7.63 


per cent less than in 1929. If the 7.63 per 
cent is then applied to the 1935 total 
area volume of $942,000,000 a figure of 
724 millions results, which represents the 
amount of sales volume lost by down- 
town stores and gained by outlying stores 
in 1935 as compared with 1929. This can 
be called a competitive or relative change 
and though derived from qualitative 
analysis is very real indeed. If the down- 
town area’s percentages of total county 
sales for the years in between 1929 and 
1935 are computed by interpolation and 
the percentages for the years following 
estimated on the trend established one 
finds that downtown Los Angeles lost 
between $750,000,000 and $1,000,000,- 
000 to outlying shopping areas between 
1929 and 1939. It can be seen by the 
figures in Table I that all of the outlying 
areas except two have gained and that 
the large bulk of the gain has been at the 
expense of the downtown area. 

There is still one other phase of the 
decentralization picture which is not re- 
vealed at all by the foregoing figures. It 
will be recalled that so far sales figures 
for all lines of merchandise have been 
presented, not data for any one line. This 
may make for an incomplete revelation 
since it is possible that shifts are quite 
different as between so-called shopping 
and convenience lines. Table II is made 
up of several sample areas and is designed 
to show any differences in the impact of 
decentralization as between foods and 
ready to wear. 

As can be seen from the data in the 
table the contrast lies not so much in the 
difference in the proportion of decline 
from the 1929 percentage as in the dif- 
ference in the percentage of the total 
county business enjoyed by the central 
shopping district for each commodity in 
the first place. To illustrate: In foods 
the central area lost about a third of its 
1929 percentage volume by 1935. In 
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TaBLe II. SaLEs VOLUME AND PERCENTAGES OF THE TOTAL MARKET, FOR Foops AND READY-TO-WEAR; 
Downtown Los ANGELES AS AGAINST SEVERAL SAMPLE OUTLYING AREAS, 1929-1935 


(Dollar figures in millions) 


























Food Ready-to-Wear 
1929 1935 1929 | 1935 
Areas 
Per Cent Per Cent Per Cent Per Cent 
Dollar of Total Dollar of Total Dollar of Total Dollar of Total 
Volume ym Volume Area \ Volume res Volume yo 
ERG ic kiwarisecisa $243.71 100% | $219.40 100% | $44.86 100% | $34.75 100% 
Central (downtown proper). 20.57 8.4 13.99 6.4 23.32 52.0 54.34 38.4 
EE err. £3.43 5.4 15.94 : 3.51 7.8 3.40 9.8 
PIL. hiicacdscdamasin 18.21 9.5 17.72 8.1 £.28 | . 18.5 4.84 13.9 
Pasadena... 23.25 5.4 II.20 ce 3.23 7.2 2.59 +. 





























ready to wear between the same years 
the decline was roughly similar. How- 
ever, in foods decentralization already 
existed to a large degree in 1929 as in- 
dicated by the fact that only 8.4 per cent 
of the area’s food business was done in 
the downtown area in that year. In 
ready to wear, on the other hand, the 52 
per cent of the total county business 
done by the central area in 1929 declined 
to 28.4 per cent. From this, one is able 
tentatively, at least, to draw two in- 
ferences: (1) Decentralization actually is 
in existence as is indicated by shifts in 
the relative sales volume of typical shop- 
ping goods and (2) Decentralization pro- 
gresses in stages with convenience goods 
in the vanguard followed at varying 
distances by the several shopping lines. 

As to the fundamental causes under- 
lying the decentralization situation three 
seem to be of importance: First, redis- 
tribution of population is undoubtedly a 
prime factor. While population redistri- 
bution does not necessarily result in re- 
distribution of trade, population shifts 
tend in that direction because of the 
changes in relative convenience of the 
several alternative shopping centers.? 

* There is, actually, a “‘normal”’ and logical redistribu- 
tion of trade resulting from a redistribution of popula- 


tion. For example: Convenience goods usually are 
purchased within a convenient radius of the home so 





These shifts have a particular effect upon 
the relative sales of so-called convenience 
goods. Second, the tremendous and rapid 
growth of the city itself and the intensive 
use of automobiles makes for a traffic 
problem which many individuals solve 
by absenting themselves almost entirely 
from the downtown area. Hence where 
they can, consumers avoid traffic by shop- 
ping in more convenient and less con- 
gested centers.’ Third, the recognition by 
certain downtown business men that the 
business trend was “centrifugal” and the 
resulting establishment of branch stores 
or second units in certain outlying 
centers has accentuated the already 
existing trend.‘ 





that a shift in percentage of the field may be merely a 
manifestation of a change in population balance. Shop- 
ping lines, on the other hand, assume the necessity of 
comparison of values and “normally” have been sold by 
rival institutions clustered in a central location. Hence, 
any substantial variation from the established concen- 
tration of volume is considered to be decentralization. 

3 As time goes on, however, some of the outlying 
shopping districts tend to become congested also. Con- 
sequently the advantage enjoyed by such centers de- 
clines to that extent. This situation already is in process 
in certain outlying shopping districts. 

* Before 1935 several stores, including Bullocks and 
the Broadway, had established branch stores. Since that 
year W. &. J. Sloane, nationally-known furniture house, 
B. F. Coulter Company, oldest Los Angeles department 
store, 1. Magnin, leading women’s ready-to-wear, and 
Myer Seigel, large women’s specialty shop, all have 
abandoned their downtown locations for new outlying 
stores. In addition, the Broadway-Hollywood, semi- 
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It is probable that all the merchandis- 
ing and advertising effort of all Los 
Angeles County Retail stores, combined, 
cannot change the basic economy of the 
market. That is, all retailing effort, com- 
bined, will not increase the amount of 
money people have to spend in any given 
period. Consequently, any total promo- 
tional effort pointed exclusively at 
achieving a gain in sales volume over the 
same period last year is obviously ill 
advised because merchandise promotion 
does not, in itself, increase the market’s 
spending power. From an_ individual 
standpoint the real retail problem today, 
in any major metropolitan market, is to 
get the largest possible part of the money 
that is available for retail purchases in 
any given merchandising period. 

This spells competition but not in the 
orthodox sense. We probably will all 
agree that it is not possible for any one 
retail institution to increase the spend- 
able income in the market by its own 
excellence of merchandising and adver- 
tising promotion. It is a fact, however, 
that through the excellence of its mer- 
chandising and adv ertising promotion 


branch of downtown’ s Broadw ay Department Store, 
has been enlarged to nearly twice its former size. The 
May Company, largest Los Angeles department store, 
has built a complete outlying branch. Haggerty’s, 
women’s specialty store, has opened a small outlying 
branch. Saks Fifth Avenue, new to this market, chose 
Beverly Hills for a large women’s department store. In 
the same period, Sears-Roebuck and Company built 
three large “‘A” stores and enlarged three others to com- 
plete an eight-store plan, all outlying. Bullocks now has 
two branches—their successful class store, Bullocks- 
Wilshire, close in, and their Bullocks-Westwood, origi- 
nally designed to serve the college co-eds of U.C.L.A. 
but which recently has been expanded into a good-sized, 
all-around women’s specialty store. Recently, the down- 
town Broadway Department Store announced acquisi- 
tion of the old Maryland Hotel site in Pasadena upon 
which they are now building a large branch store which 
will add considerably to the size of outlying retail sales 
volume in certain classifications. Today only one major 
downtown department store has no outlying branch in 
in the Los Angeles market—J. W. Robinson Company, 
but this store interestingly enough is more easily acces- 
sible to shoppers since it is located on the northern edge 
of the downtown shopping district. 


one retail store can obtain a larger pro- 
portion of what the market is going to 
spend. Consequently, it is the proportion 
of total retail expenditures obtained, not 
the amount obtained, which spells com- 
petitive success or failure. This is true 
not only in the case of two merchants, 
or two sotres; it is just as applicable to 
two shopping centers, or two cities, just 
so long as they are all within a reasonably 
convenient trading radius of the prospec- 
tive purchaser. Of such, indeed, is rivalry 
between areas composed. In the Los 
Angeles metropolitan area rivalry be- 
tween intra-area markets and particu- 
larly between the downtown district and 
those outlying is very marked. In that 
market, if Pasadena stores get the busi- 
ness, no matter what the merchandise 
involved, downtown Los Angeles stores 
probably lose just that much sales vol- 
ume in some merchandise classification. 

Although it is clear that trade, rela- 
tively has been moving away from the 
downtown area in Los Angeles, it must 
not be concluded that no quantitative 
gains may be made by the downtown 
area. Nor may it be concluded that the 
present rate of relative decline will con- 
tinue indefinitely. For one thing, there 
are certain consumers—probably a sub- 
stantial group—to whom the downtown 
area is the most convenient shopping 
center. These people find this district 
most satisfactory for purposes of shop- 
ping and hence would have no reason to 
go elsewhere. Likewise, people who work 
downtown, even though they live at a 
distance, will continue to find it con- 
venient to shop in that district. Too, 
there are some—probably an_ even 
greater number—who insist upon going 


downtown to shop for certain types of 


goods. Such people find it unsatisfactory 
to shop without looking over adequate 
stocks in several stores. For example, in 
purchasing furniture, one must, if he is 
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to have complete selection, visit down- 
town establishments. Hence many people 
will continue to trade downtown for 
merchandise of this type. Finally, the 
downtown stores—even those with 
branches—are not satisfied to sit by and 
do nothing about the matter of decen- 
tralization. The result is they attempt to 
offset the trend by having mammoth 
dollar days, arranging for free parking 
space for customers and now are even 
considering the possibility of trunk high- 
ways to downtown Los Angeles from 
outlying districts.’ Consequently, the re- 
lative decline in volume of the downtown 
area probably will level off in time. At 


5 Each year the solution of the traffic problem be- 
comes more difficult, not only because of its physical 
aspects (which are bad enough!) but because of the 
increase in the vested interests of those doing business in 
outlying areas. To illustrate: About the middle of 1939 
the downtown business people worked for and secured 
a traffic plan calling for twice the number of traffic lanes 
in the direction of heavy traffic during busy hours on 
arterial Wilshire Boulevard. From 4:00 p.m. to 6:00 
p.m., for example, out of the six lanes four were open to 
trafic away from town. Accompanying this new traffic 
regulation was a rule “outlawing” left turns. The Wil- 
shire Chamber of Commerce reacted unfavorably to 
this, claiming with some basis of fact that it hurt Wil- 
shire district business and, more seriously, that this was 
just part of a plan by downtown merchants to attempt 
to reverse the trend toward decentralization. It is 
claimed that plans had been made to treat other boule- 
vards into town the same way in time. In view of the 
protests made by the representatives of the outlying 
markets the City Council reviewed the case and ma- 
terially modified to the extent of practically repealing 
the zoning regulation on the grounds, presumably, that 
it discriminated in favor of one group at the expense of 
another, 


what time and at what percentage of the 
field this will be no one can tell.® 

Decentralization certainly is not a 
unique southern California phenomena. 
This same condition undoubtedly exists 
in nearly every major American city to 
a greater or lesser degree. The city of 
Chicago—to name only one—has for 
years been faced with a tendency similar 
to that herein described. In that city, 
however, high speed transportation was 
provided so that the “loop” maintained 
its shopping advantage to the extent of 
sharing materially in the gains made by 
the whole area. This indicates very 
strongly that transportation is a vital 
factor in decentralization control. The 
unique aspect of the Los Angeles situa- 
tion then lies not in decentralization it- 
self, but in the fact that a method was de- 
veloped to measure the changes which 
have been taking place. Since the first 
step in the direction of intelligent action 
is to know the facts, it will be interesting 
to see whether alterations in trends will 
be effected. To what extent the down- 
town merchants will attempt to control 
the situation and to what extent they 
will adjust themselves to it no one knows. 
So far, however, they seem to have 
leaned toward the latter course. 


* There is a prevailing opinion in Los Angeles at pres- 
ent that the rate of decline is already slowing down and 
that there will be a leveling off in the near future with 
the downtown area stabilized at something like 15% 
of the county’s total retail trade. 
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AID FOR THE INDEPENDENT RETAIL TRADE—A 
STEP TOWARDS FASCISM? 


WALTER FROEHLICH 
St. Mary’s College, Winona, Minnesota 


T was the aim of my paper “Changes in 

the Central European Retail Trade’! to 
describe recent changes and to evaluate the 
policies of restrictionism (as advocated by 
the retailers) in the light of the trend toward 
Fascism in Central Europe. Reisner? does 
not challenge the factual statements of this 
paper, but takes issue with the interpreta- 
tion of the restrictionist policy as a cause (or 
at least an important symptom) of incipient 
Fascism. My comments will comprise three 
sections. First, it seems advisable to discuss 
three specific points brought up by Reisner, 
which seem rather to cloud the issue than to 
contribute to an understanding of the prob- 
lem involved. The second section contains a 
restatement of the basic problem in as sim- 
ple a way as possible; while the final section 
will attempt to clarify the meaning of 
Fascism in order to make comparison less 
ambiguous. 


I. 


Reisner is correct in stating that the 
policy of nationalistic protectionism, leading 
to artificial and misdirected industrial de- 
velopment and to increased cartelization, 
has had an adverse bearing on the Central 
European economic situation.’ But, in spite 
of this fact, independent retailers have been 
been able to retain a much greater share of 
the retailing business in these countries than 
in Western Europe and the United States. 
The inroads into the retail selling market 


1 JOURNAL OF MARKETING, Jan. 1940, pp. 258-63. 

2 [bid., Oct. 1940, pp. 163-66. 

* Cf. in addition e.g. Joseph H. Furth “Trade Barriers 
in Central Europe,” this yourNaL, April 1940, Part II, 
25 ff.; Oscar Jaszi ““The Economic Crisis in the Danu- 
bian States,” Social Research, 1935, 98 ff. 
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made by wholesalers and producers have re- 
mained quantitatively unimportant and can- 
not, therefore, be considered as of particular 
significance.* 

Furthermore Reisner stresses the im- 
portance of post-war inflation as a factor 
leading to impoverishment and thus bringing 
about social changes. It should be added that 
as a whole there has been continuous capital 
consumption, in regard to industry and 
banks in Austria, since the World War. 
Here again we must examine the facts more 
closely. Inflation has actually worked in 
favor of the independent retailer, especially 
the grocer and butcher, who—despite some 
ineffective laws aiming to restrict his “‘profi- 
teering”’ (called Preistreiberei)—was sa 
ing sO prosperous as to be envied by other 
middle class people, especially government 
officials, white collar workers, and small 
rentiers on whom the burden of inflation fell 
most heavily. 

Reisner goes on to point out, what was 
undoubtedly true in many instances, that, 
in Germany and Italy, big business cooper- 
ated in the financing of the Fascist move- 
ment. Mistakenly, large industrialists hoped 
to find a reliable ally against the Socialist 
and Communist “danger” as portrayed by 
the dictators. But Fascism, especially that of 
Germany up to 1933, took little but money 
from large scale industry and remained es- 
sentially a movement based on middle-class 
sentiment.® Even financial support from big 


* Cf. the statistics cited in my paper page 258. 


® Cf. eg. N. Kaldor “The Economic Situation of 


Austria,” Harvard Business Review 1932, 22. 

* Cf.e.g. Ascoli and Feiler “Fascism for Whom?,” New 
York 1938, 131 ff. 149, 154; Meusel, Encyclopedia of the 
Social Sciences, X, 414, and many others. 
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business was largely lacking in the other 
Central European countries. On the one 
hand the great majority of industrialists and 
bankers did not cooperate with National 
Socialism for personal reasons, and on the 
other the fascist groups found it much more 
advantageous to play up the widespread dis- 
like of the enterprise system and to show an 
uncompromising anti-capitalistic attitude. 


2. 


When he states that the number of small 
retailers had grown considerably in spite 
of the general impoverishment, Reisner 
strikes at the heart of the problem. Never- 
theless he insists that these retailers had no 
alternative but to apply for public charity 
or to limit competition. “Realistic thinking” 
business and political leaders, in Reisner’s 
opinion, were leaning towards a corporative 
state in order to protect what he calls 
“small but not inefficient” business. Since 
private organization is difficult of attain- 
ment amongst retailers, the government, in 
Reisner’s opinion, was obliged to step in to 
force organization. 

I hesitate to characterize these leaders— 
most of them now unfortunately in exile or 
in concentration camps—as precisely realis- 
tic in their thinking, and I wonder what is 
meant by “not inefficient” business if the 
criterion of competition is not acknowledged. 
It must be emphasized that not only the 
number of retailers but, as has been shown 
elsewhere,’ the gross retail margin has been 
steadily increasing. As some indication of this 
trend the development of price indexes in 
Austria may be interesting: 


Wholesale Price Retail Price 
Index Index 
1914 100 100 
1929 130 147 
1937 113 138 
1938 Jan. III 140 


Source: Federal Office of Statistics. 


Reisner is begging the question and only 
unintentionally restating the position the 


7 Cf. for this and the following my paper: “European 
Experiments in Protecting Small Competitors,” Har- 
vard Business Review, 1939, 450 (reviewed in this 
JOURNAL), 


Fascists took to induce small business men 
to lean toward a corporative state, more or 
less totalitarian in nature. The facts give us 
no reason to conclude that charity or the 
limitation of competition were the only al- 
ternatives, nor that the restrictions adopted 
would have been helpful even if carried 
through for a longer period. 

The American problem—as stated e.g. by 
the Twentieth Century Study—is that of 
finding methods of decreasing rigidities and 
especially of putting an end to the trend of 
distribution costs which is so different from 
the trend of efficiency of production.® The 
European problem has been exactly the 
same.® It has been, of course, a much graver 
problem in an impoverished economy. Surely 
we cannot say that the stepping up of costs 
of distribution and increasing rigidities leads 
to the “preservation of the purchasing power 
of the home country.” 

A proper approach to the Central Euro- 
pean situation would have been to decrease 
rigidity everywhere (including the field of 
retailing and the neighboring fields of the 
artisan and craftsman). Recommendations of 
the type made recently by the Twentieth 
Century Fund Study might well have been 
applicable.’ 

Although it may momentarily help in- 
efficient individuals to remain in their tra- 
ditional line of business, limiting the number 
of competitors by restricting licenses to a 
certain number never has been advantage- 
ous in the long run. As new licences are not 
obtainable, they have to be bought under 
some disguise from somebody already in 
business, and thus the purchasing price be- 
comes a part of fixed costs. Such fixed costs, 
especially if capitalized in times of pros- 
perity when the price is high, become dead 
weights in times of depression. This can be 
shown very clearly in regard to some types 
of business such as restaurants and taxicabs 
in Austria, where such restrictions had been 
introduced much earlier. 

Price fixing may lessen competition tem- 

8 Cf. e.g. The Twentieth Century Fund: Does Dis. 
tribution Cost Too Much? 

* That expenses and gross margins were increasing in 


Europe is generally acknowledged, cf. e.g. idid., p. 125. 
10 Cf, lc. page 323. 
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porarily but in the long run will simply shift 
it to other types of competition at higher 
costs (more outlets, more services and so 
on). 

To give the privileged group some perma- 
nent satisfaction it will be necessary (as the 
example of the pharmacists has shown in 
Austria) not only to limit the number of 
competitors and to fix prices, but also either 
to fix the size and location of enterprises or 
to limit the turnover and even sometimes to 
fix cost elements, especially wages." 


4. 

Regimentation of retailing alone will prob- 
ably not bring about Fascism because this 
sector of the economy is not important 
enough. Some licensing and other restric- 
tions had been advocated, and to a certain 
extent even adopted, by the Austro-Hun- 
garian Monarchy as early as the eighties of 
the last century, for the purpose of helping 
the traditionally-minded “‘grocer’”’ in his re- 
sistance to more effective trade methods. But 
we must recognize that all these measures 
taken together are at least a symptom of 
Fascist attitude. They represent the organ- 
ization of an important, although not the 
most important, sector of the Central Euro- 
pean economy in a way very suitable for, 
and encouraging the growth of Fascist move- 
ments. Generally strong regimentation along 
semi-fascist lines does not strengthen but 
rather weakens resistance to a more ruthless 
type of Fascism. 

Essentially Fascism may be summed up 
as a certain attitude joined with a certain 
political method. First there is the attitude 
that we are living in a “new phase of eco- 
nomic development,” making it advisable to 
be at the same time opposed to labor (or- 
ganized along traditional lines) and opposed 
to the enterprise economy (which neces- 
sarily comprises banks and larger firms). 
Such an attitude—such an outlook on social 
and economic development—is rooted deep 
in urban middle classes, which for years 
have been on the defensive. It will find fol- 


"Cf. note 5; cf. in general T. H. Silcock, “Some 
Problems of Price Maintenance,” Economic Fournal 
1938, 42 ff 


lowers among some farmers and industrial- 
ists, heavily indebted to banks, and finally 
in the ranks of the jobless, harboring bitter 
feelings about the unions. 

In addition, and this is even more im- 
portant, there is the development of methods 
based on what is sometimes called “the 
primacy of politics over economics.”’ What 
is meant by this is that economic achieve- 
ment for an arbitrarily restricted group shall 
be brought about by political pressure and 
political power. Individual attempts of an 
enterpriser and even collective achievements 
within the existing framework are cast 
aside; it is only political power that matters. 
That idea, unfortunately, has been shared by 
organized labor in the Central European 
countries, which has become accustomed to 
rely less and less on economic power (busi- 
ness unionism) and increasingly—although 
unsuccessfully—on attempts to use political 
power (labor parties). All such methods, if 
consistently followed through, lead to the 
decay of the democratic process. 

Economic advantages can not be ob- 
tained for everybody by granting monopoly 
power to every group; there is no method of 
granting privileges to everybody; only the 
stronger groups may have advantages at the 
expense of the weaker. No democratic party 
relying as it must on compromises can prom- 
ise the members of any group excessive ad- 
vantages in the case of victory. Such a party 
cannot go to the polls successfully on a re- 
cord of unfilled promises. Dictatorship may 
lead to even worse disappointments, but 
only when it is too late to protest, as the 
Central European retailers have discovered. 

During the recent struggle for power cer- 
tain groups seem to have had specific ad- 
vantages. A coalition of the different middle 
class elements” is in a good strategic position 

2 The harassed urban middle classes and embittered 
army officers formed the nucleus of the German move- 
ment. Cf. G. Gerth, “The Nazi Party,” American Four- 
nal of Sociology 44, 527; R. Olden, Hitler, New York 
1936, passim, T. Heuss, Encyclopedia of the Social Sci- 
ences XI, 226. Both refer to the Austrian movements 
centering around Carl Lueger which started at the end 
of the last century as strongly influencing Hitler’s eco- 
nomic views; these movements are at the same time the 


background for the restrictionist movements as de- 
scribed above. 
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during the period of transition due to the 
fact that they will take in the bureaucratic 
machinery and army officers, both of ex- 
treme importance in all the countries in 
question. 

The outlook of these people, despite some 
assertion to the contrary, is hostile to the 
free enterprise system, represents a striving 
for a semblance of private property com- 
bined with a semblance of security (aiming 
at a state of quasi-officialdom), and for these 
aims relies almost exclusively on organized 


GUESS 
Computing Tourist Expenditures Is 


political pressure. These are the character- 
istics of the Fascist attitude and at the same 
time sum up the policy of the restrictionist 
system which we have described. Thus these 
policies may rightly be labeled Fascist and 
tending towards totalitarianism. 

There is no use in belittling the differ- 
ences between such an economy and an 
economy in which free enterprise and de- 
mocracy is possible. Only by looking at the 
facts in this light may we “hope that the 
European experience was not in vain.” 


AGAIN 
Tricky Business with Many Pitfalls 


RUSSELL E. SINGER, General Manager, 


American Automobile Association 


O PEOPLE in the travel field, it is not 

news that estimates of tourist expendi- 
tures have a slim statistical basis and that 
supposition and guesswork play some part 
in reaching a final figure. This is particularly 
true as to motorists’ vacation expenditures, 
for motorists go where they wish and spend 
as much as they please (or have) without re- 
porting to anyone. Their spending cannot 
be counted accurately, as can carloadings or 
bank clearances, because the figures just 
aren’t there. 

Estimating travel expenditures is a tricky 
business that is beset with pitfalls for the 
novice, particularly for the novice who can- 
not see far beyond his comptometer. The 
latest entry into the arena of estimating 
travel expenditures came in with a challenge 
questioning the validity of all previous esti- 
mates, and, after issuing his defy, immedi- 
ately tripped over his statistical shoestrings. 

By use of a so-called “master budget” 
Dr. Kirkpatrick arrived at the conclusion 
that tourists spend less than $2,400,000,000 a 
year instead of the five to six billion arrived 
at by other estimators. To examine his 
method in detail would be tedious; here I 
shall be content merely to point out one fatal 
and glaring error with regard to automotive 

1 C. A. Kirkpatrick, “An Estimate of Vacation Travel 


Expenditures of 1938—A Challenge,” yourNAL OF 
MARKETING, July 1940, pp. 39-41. 


expenditures that upsets the entire calcula- 
tion. 

Dr. Kirkpatrick says: “Of the 19,609,- 
728,000 gallons of highway-used gasoline for 
1938, 34.8 per cent, or 6,824,185,344 gallons 
represented passenger car consumption.” 
Now, that is quite obviously wrong; it is 
beyond all reason that passenger cars, com- 
prising 85.6 per cent of registrations, should 
burn less than 35 per cent of the gasoline. 
Actually, passenger cars burn approximately 
75 per cent of the total, not less than 35 per 
cent. 

Since Dr. Kirkpatrick quoted excellent 
sources for his statement, we checked up and 
found that he had simply confused the term 
“highway” as used in two separate reports. 
The first figure—that of about 20,000,000,000 
gallons of gasoline consumed for “highway” 
use—was taken from Automobile Facts and 
Figures published by the Automobile Manu- 
facturers Association which had obtained the 
figures from the Public Roads Administra- 
tion. In this case the term “highway’’ use 
was employed to differentiate between high- 
way and non-highway use, the latter covering 
use in agricultural implements, motorboats 
and the like. The second figure—that of 34.8 
per cent, came from the Minerals Yearbook 
7939, published by the U. S. Bureau of 
Mines. In this report, the term “highway” 
was used in an entirely different sense; it was 
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used to distinguish between gasoline con- 
sumption in the city and in the rural or open 
highway areas. “City” as used in this report, 
means all built-up areas and their suburbs; 
“highway” means all other areas. 

It is true that the greater part of vacation 
traveling is done outside of built-up areas, 
but Dr. Kirkpatrick makes necessary deduc- 
tions on this account later in his report by 
knocking out such items as travel less than a 
hundred miles, business travel and so on. To 
be accurate, he should have given the pas- 
senger car’s proportion of all gasoline con- 
sumed by motor vehicles, which is 75 per 
cent rather than 35 per cent. Total passenger 
car consumption, then, is 14,707,296,000 gal- 
lons rather than 6,824,185,344 gallons as Dr. 
Kirkpatrick would have it. 

Then, accepting all other premises in the 
Kirkpatrick formula, we find that total 
transportation costs when vacationing by 
automobile are $732,296,000 rather than 
$339,832,000 as he claims. With this adjust- 
ment, and with all other elements in the 
formula unchanged, the total vacation ex- 


penditures work out at $3,969,471,000 in- 
stead of Kirkpatrick’s $2,359,208,000. This 
one correction, then, brings him willy-nilly 
right up into the rarefied atmosphere of 
$4,000,000,000 where the other estimators 
have been hovering so long. 

The method adopted by Dr. Kirkpatrick 
would place vacation expenditures by motor- 
ists at only $1,393,311,000. It so happens 
that in 1938 we were able to obtain estimates 
from seventeen states on the volume of ex- 
penditures by out-of-state vacationing mo- 
torists. The total of their replies was more 
than $1,500,000,0c00—substantially above the 
amount set by Dr. Kirkpatrick for all forty- 
eight states and the District of Columbia. If 
it is true, as traffic counts and surveys indi- 
cate, that more than 50,000,000 people use 
passenger cars for annual vacation trips, the 
Doctor’s figures would indicate that the 
average cost of the entire vacation of two 
weeks is less than $27.00—or less than $2.00 
a day for transportation, accommodation, 
food and incidentals. 


A STATISTICAL NOTE ON THE TRADE AGREEMENTS PROGRAM 


GRACE BECKETT 
Indiana Central College 


A statistical. evaluation of the effect of 
the reciprocal trade agreements program 
upon our foreign trade encounters many ob- 
stacles which limit its scope and validity. 
These obstacles include the non-availability 
of complete statistics of trade data, the con- 
sequent difficulty of isolating factors moti- 
vating changes in trade, and the briefness of 
the time period under consideration. The Re- 
ciprocal Trade Agreements Act has been in 
effect only six years. The majority of the 
agreements negotiated under the Act have 
been in operation for a much shorter period 
of time. Six years is a very brief period upon 
which to formulate any clearly-defined trends. 
Changes in general business conditions have 
undoubtedly been influential during the en- 
tire period. Factors such as currency fluctua- 
tions, the agricultural drought in the United 
States, and war have also been significant. 
With full realization of the limitations, 


tentative statements pertaining ‘to the pos- 
sible effect of the reciprocal trade agreements 
can be made.' There has apparently been a 
tendency for our trade with agreement and 
non-agreement countries to move in the same 
general direction; when trade with both 
groups has increased, however, trade with 
agreement countries has usually increased 
more than trade with non-agreement coun- 
tries, and vice versa. In Table 1 our trade 
with agreement and non-agreement countries 
for 1938-39 is compared with that for 1934- 
35. It is indicated that while the average 
value of our export trade to all countries was 

1 For an analysis of our trade with individual agree- 
ment countries, the reader is referred to the writer’s 
article “Effect of the Reciprocal Trade Agreements 
upon the Foreign Trade of the United States,” Quarterly 
Fournal of Economics, November, 1940. A book setting 
forth in detail the views expressed in these paragraphs 


is to be published early in 1941 by the Columbia Uni- 
versity Press. 
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TABLE 1. UniTeED STaTES TRADE WITH AGREEMENT AND Non-AGREEMENT COUNTRIES 
1934-35 AND 1938-39 
(Unit: $1,000,000) 








1934-35 
Average Value 


Percentage Change 
1938-39 over 1934-35 


1938-39 


verage Value 





Exports, including reexports 
Trade agreement countries..................6. 
Non-agreement countries... ... 
Total, all countries. . 
General imports 
Trade agreement countries. 
Non-agreement countries 
Total, all countries. . 











757° 1, 232° +62.8 
992” 1,306 +31.7 
2,208 3,136 +42.0 
774° 942" +21.6 
772 868> +12.5 
1,8S1 2,139 +15.6 





® These figures do not include trade with Ecuador, the United Kingdom, Newfoundland, the non-self-governing 
British colonies, Turkey, and Venezuela. Agreements with these countries have been in effect for too short a period 


to justify inclusion for purposes of comparison. 


> Trade with Ecuador and the United Kingdom and its crown colonies is not included. This fact accounts for the 
apparent discrepancy shown by these figures in comparison with the totals. 
Source: Condensed from “Results under the Reciprocal Trade Agreements Program during 1939,’ Commerce 


Reports, February 17, 1940. 


42 per cent greater in 1938-39 than in 1934- 
35, the value of our export trade to agree- 
ment countries was 62.8 per cent greater and 
that of our export trade to non-agreement 
countries only 31.7 per cent greater. The 
same trend is apparent in our import trade, 
though here the change is not so marked as 
in the case of exports. 


In many cases the share of the total trade 
of an agreement country transacted with the 
United States has increased while the share 
transacted with other countries has de- 
creased. Table 2 shows the value of total 
imports into sixteen agreement countries 
and twenty non-agreement countries be- 
tween 1934 and 1938, and the share of the 


TABLE 2. Imports INTO 16 AGREEMENT COUNTRIES AND 20 NonN-AGREEMENT COUNTRIES 1934 TO 1938 


(Unit: $1,000,000) 

















Imports into 16 Agreement Countries* Imports into 20 Non-Agreement Countries» 
Year 
From United States From Other Countries From United States From Other Countries 
| 
A. Value 
1934 $ 771.0 $4,752.7 $1, 321.9 $ 8,685.3 
1935 794.8 4,554.6 1,323.4 8,818.6 
1936 915.7 4,838.2 1,429.4 9,421.2 
1937 1,238.9 5,750.5 1,821.9 11,661.4 
1938 1,196.4 4,876.9 1,780.2 10, 509.9 
B. Percentage 

1934 13.9 86.1 13.2 86.8 

1935 14.9 85.1 13.0 87.0 

1936 15.9 84.1 13.2 86.8 

1937 7.7 82.3 13.5 86.5 

1938 19.7 80.3 t4.% 85.5 














* The sixteen countries with which agreements became effective before January 1, 1938. 

> The first twenty countries (in order of importance from the standpoint of 1938 exports from the United States) 
with which agreements were not effective before January 1, 1938. 

Source: Condensed from “United States Increases Its Share in Trade of Trade-Agreement Countries,” Commerce 
Reports, February 10, 1940. 
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total furnished by the United States and by 
other countries. In 1934 we furnished 13.9 
per cent of the imports into these agreement 
countries; by 1938 the percentage had in- 
creased to 19.7 per cent. Imports into the 
twenty non-agreement countries from the 
United States, on the other hand, changed 
but slightly during the same period of time, 
from 13.2 per cent in 1934 to 14.5 per cent 
in 1938. 

The reciprocal trade agreements program 
has had some effect upon our foreign trade, 
although it has not initiated any outstanding 
change in our exports and imports. Evidently 
the program has helped to remove obstacles 
to international commerce, and in addition, 
may have prevented the development of fur- 


ther restrictions and discriminations against 
our trade. Even though this negative effect 
cannot be measured, the conclusion seems 
justified that the United States has trans- 
acted a greater volume of trade than it would 
have if there had been no agreements pro- 
gram. As a stop-gap for further losses the 
program has probably been very important. 
At this time it would be impossible to say 
how significant for the positive expansion of 
commerce the reciprocal trade agreements 
program might become in future years. That 
program, nevertheless, has at least made a 
noteworthy beginning in a world filled with 
extensive trade barriers to secure some ad- 
vantages of interregional specialization. 
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A. ResEARCH IN UNIVERSITIES 

University of Akron 

The results of the “Seventh Annual Down- 
town Akron Occupancy Survey” was re- 
cently completed by Professor L. F. Hampel, 
Director of the Bureau of Business Statistics. 
The purpose of the survey was to measure 
and analyze the nature and extent of existing 
vacancies and to describe the character of oc- 
cupancy changes as compared with past 
years. 


University of Chattanooga 


Studies on “Bookkeeping for Credit Con- 
trol’”’ and ‘Accounts Receivable Systems for 
Small Stores,” are being completed by Dr. 
Clyde William Phelps. These will be pub- 
lished early in the spring of 1941 as the sixth 
and seventh in his series of booklets on retail 
credit issued by the Household Finance Cor- 
poration. 

Both studies break new ground. The first 
analyzes the fundamental parts of an ac- 
counts receivable system, considers the func- 
tions which a system should be expected to 
perform, goes into considerable detail on 
what appear to be the main characteristics 
of an effective accounts receivable system. 
The other classifies and discusses the consid- 
erable variety of accounts receivable systems 
appropriate for use by small stores, which 
should be an extremely valuable contribu- 
tion since existing treatments in textbooks 
and periodicals have dealt only with ac- 
counts receivable systems suitable for large 
retail institutions and beyond the means of 
the overwhelming majority of retail stores 
which are very small affairs. 


University of Chicago 


“The Marketing of Quick-Frozen Foods” 
is the title of a Ph.D. thesis by Jeannette 


Marie Amidon. This study, which should be 
completed by June 1941, investigates the 
production, distribution, and consumption of 
quick-frozen foods. The discussion includes 
analyses of the trade organization of the 
manufacturers of those foods and of the 
market organization. The price structure, the 
costs, and the competition for this industry 
are being investigated. 

“Recent Trends in the Consumption of 
Textile Fibres with Special Reference to Cot- 
ton,” a Ph.D. thesis by Cyril O’Donnell will 
be completed probably in 1941. 

“The Wholesale Price Structure for Oranges 
with Special Reference to the Chicago Mar- 
ket,” a Ph.D. thesis by David A. Revzan was 
begun summer 1940 and will be completed 
probably, by summer 1941. 

“Pharmaceutical Advertising to Doctors,” 
by Pentti Ranta, is a continuation of the 
study by John E. Jeuck, “Direct-Mail Ad- 
vertising to Doctors” (Fournal of Business, 
Vol. XIII, No. 1, January 1940). This second 
part of the study will be completed early in 
1941. 


University of Illinois, College of Agriculture 


Professor R. C. Ashby, Chief in Livestock 
Marketing, is conducting a study of the 
operations of dealers in feeding cattle and 
lambs at country points in the State of IIli- 
nois. Through various sources some 150 of 
such farms have been located, and the proj- 
ect aims at finding the extent to which they 
serve as suppliers of livestock and also some- 
thing about the operations. Only dealers who 
operate at country points, as distinguished 
from central stock yards, are being studied. 
Professor Ashby has summarized four years 
of study on the cost of operating motor 
trucks in a mimeographed publication. 

Professor R. W. Bartlett is continuing his 
study of milk marketing, giving particular 
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emphasis to the factors affecting the opera- 
tions of the price plans in effect for the sale of 
milk in the Chicago and St. Louis markets. 
He has recently completed a manuscript for 
a publication dealing with the factors influ- 
encing the consumption of milk. 

Professor L. J. Norton, with Mr. Glenn 
Freemyer, completed a study of the results 
of the operations of farmers’ elevators in IIli- 
nois in 1938 and 1939, which was published 
as AE-1445 of the Agricultural Experiment 
Station. 

Mr. V. A. Ekstrom represented the College 
of Agriculture in a study of traffic of the 
South Water Market in Chicago made in co- 
operation with the Division of Market and 
Transportation Research of the Bureau of 
Agricultural Economics, U. S. Department 
of Agriculture. The study was aimed at de- 
termining the reasons for truck congestion in 
that market, the results being published by 
the Bureau in a mimeographed release. 


College of Commerce 


Two research projects under way in the 
School of Commerce are: (1) “Marketing 
Petroleum”’ (a doctor’s dissertation) by R. C. 
Ryniker and (2) “Evaluation of the Con- 
sumer Movement” by Graham Herman. 

Two master’s theses dealing with market- 
ing problems are: (1) “A Comparative and 
Critical Analysis of the Sales Training Pro- 
grams of Certain Selected Corporations” by 
Robert P. Gruenberg, and “A Comparison 
of the Time Required to Sell Advertised 
Products and Unadvertised Products at Re- 
tail” by J. G. Hatcher. 

University of Minnesota 

Two Ph.D. theses in the general field of 
marketing have just been completed here: 
(1) ‘National Brand Advertising and Monop- 
olistic Competition” by Helen G. Canoyer, 
and (2) “An Analysis of Consumer Coopera- 
tion as a Form of Economic Control” by 
Vant Kebker. The latter of these will be used 
in part in ““North Central Consumer Cooper- 
atives,” a forthcoming publication of the 
University of Minnesota Press. This book 
will also contain two chapters on the whole- 
sale cooperatives dealing with petroleum 
products in this area. These two chapters 


are taken from a master’s thesis by Wilfred 
Leland, Jr. which has just been accepted. 

Professor A. Hamilton Chute is preparing 
a textbook on pharmacy retailing, primarily 
for use in the classes in our School of Phar- 
macy, but also for general trade distribution. 
This book will be out early in 1941. 


Northwestern University 


The following M.B.A. theses by students 
in the Graduate Division of the School of 
Commerce will be completed in the near fu- 
ture. Copies will be available in the Univer- 
sity libraries. 

Advertising—Lyngheim, Kjell Henriksen, 
B.S., Carnegie Institute of Technology, 1938: 
“An Analysis of the Effectiveness of Color 
Pages in Mail Order Catalog Advertising of 
Montgomery Ward and Company.” 

Sonnecken, Edwin Herbert, B.S. in Com- 
merce, Northwestern University, 1938: “A 
Study of the Trends in National Magazine 
Advertising During the Decade 1930-1940.” 

Womer, Stanley S., Ph.B., Washburn Col- 
lege, 1934: Technique Trends in Radio Ad- 
vertising.” 

General Marketing—Foelsch, Gertrude Ge- 
sine, B.S. in Commerce, Northwestern Uni- 
sity, 1933: “The Application of Criteria for 
an Adequate Series of Market Information 
to a Report from Packers of Poultry in the 
Central Western States.” 

Rolf, Bernice Marjorie, B.B.A., Texas Col- 
lege of Arts and Industries, 1935: “A Study 
of the Market Created by the Men and 
Women Enrolled in the Texas College of 
Arts and Industries, Kingsville, Texas.” 

Retailing—Bowlus, Joseph Johnson, B.S. 
in Business, University of Kansas, 1939: “A 
Description and Analysis of the Dealer Pro- 
gram for Retail Hardware Stores Sponsored 
by Hibbard, Spencer, Bartlett and Com- 
pany.” 

Swenson, Frank Isaac, B.S., Brigham 
Young University, 1938: A Proposed Plan 
for the Uniform Handling of Merchandise Re- 
turns in Chicago Loop Department Stores.” 

Weaver, John Franklin, A.B., Albion Col- 
lege, 1936: The Development of Installment 
Selling with Special Emphasis on Chicago 
Department Stores.” 
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University of Oregon 


Dr. N. H. Comish is making two statistical 
analyses of the causes of returns and ex- 
changes of goods in selected Oregon stores. 
One study comprises the results of inter- 
views with 337 Oregon retailers; the other 
covers the results obtained from 1137 con- 
sumer replies to questionnaires on returns 
and exchanges of merchandise in Oregon 
stores. 

The objectives of the studies are two-fold. 
First, an effort will be made to determine the 
actual causes for exchanges and returns as 
viewed from both merchants’ and consumers’ 
angles. Secondly, it is hoped that ways and 
means of reducing the number of returns and 
exchanges of merchandise in Oregon stores 
might be found and suggested to Oregon 
merchants. Data on which the studies are 
based were gathered from September, 1939 
to June, 1940. 


B. RESEARCH IN GOVERNMENT BUREAUS 


Bureau of Agricultural Economics 


Sweeping suggestions to meet the dilemma 
of farm technology are offered in a new 
publication, “Technology on the Farm,” a 
223-page volume compiled jointly by an in- 
terbureau coordinating committee and the 
Bureau of Agricultural Economics. Its 30 
chapters discuss the nature and significance 
of changes in machines, plants, animal breed- 
ing and care, processing and preserving farm 
products, conservation, forestry, wildlife, 
vegetable oils and starch crops, fertilizers, 
and farm living. 

For the immediate relief and rehabilitation 
of distressed farm workers, a rural-conserva- 
tion works program is recommended to util- 
lize an estimated unused annual labor supply 
of 450,000,000 man-days in the productive 
task of rebuilding greatly depleted soil, for- 
est, and water resources—a job that requires 
at least 1,500,000,000 man-days of labor. 

Measures suggested for permanent rehabil- 
itation include: Extension of the program of 
supervised loans and debt adjustment; a 
more adequate program for farm labor, em- 
bracing a farm placement service, a housing 
program, and a rural counterpart of unem- 
ployment and old age plans; maintenance of 


development of the family-sized farm; ex- 
tending cooperative loans and technical guid- 
ance to groups of operators of family-sized 
farms; extending assistance to farmers in the 
development of new sources of employment 
and self-help; lowering costs of distribution; 
educational emphasis on the need for better 
diets; continuing and strengthening acreage 
control and marketing quota and agreement 
programs; extending crop insurance; creating 
a wider appreciation of the values and bene- 
fits of rural life. 

Cited in the report as the outstanding cur- 
rent mechanical developments are changes in 
tractor design, redesign of machines for trac- 
tor power, the development of “‘baby”’ com- 
bined harvester-threshers and midget com- 
bines, the extension of electric service, and 
new machines like the cotton picker and corn 
harvester-shellers. 

The authors predict that the most impor- 
tant mechanical developments in the next 10 
years or so will include a continued trend 
toward small tractors, greater use of pneu- 
matic tires on tractors and other farm 
machines, the further adaptation of com- 
plementary equipment to tractor power, and 
a 3O per cent expansion in tractor use. The 
latter would mean that 500,000 more trac- 
tors would be in use on American farms, that 
an additional 2,000,000 to 2,500,000 horses 
and mules would be dispiaced (tractors al- 
ready have taken the place of an estimated 
10,000,000 head of workstock), and that a 
total of 30,000,000 or more acres of hay, pas- 
ture, and crop land devoted to raising feed 
for horses would be released for other uses. 

Hybrid corn is considered the outstanding 
change i in plant and crop production, because 
it means a boost in yields of 15 per cent or 
more over open-pollinated kinds and because 
about 24,000,000 acres were planted to it 
in 1939, as against only 40,000 acres in 
1933. Other important crop changes include 
Thatcher rust-resistant wheat, cold-resistant 
flax in the South, the development of better 
soybeans and a quadrupling of soybean acre- 
age between 1924 and 1939; early maturing 
grain sorghums; one-variety cotton communi- 
ties, and a shift from lower- to higher-yield- 
ing tame hays. 
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It is expected that 80 to 85 per cent of the 
corn in the Corn Belt and possibly 40 per 
cent of the crop elsewhere will be from hybrid 
seed by 1950. The versatile soybean may 
soon reach a production of 20,000,000 bushels 
a year. 

The newest important development in 
livestock production and care is artificial in- 
semination, which is attracting growing in- 
terest because it hastens the slow process of 
cattle improvement by extending manifold 
the services of males. Other current improve- 
ments are: Testing animals by the records of 
their offspring, crossbreeding, correction of 
mineral and vitamin deficiencies; controlling 
the volume and quality of livestock prod- 
ucts, and disease control. 

The report predicts an intensification of 
the conservation movement; increases in unit 
yields and total production from shifts from 
soil-depleting to soil-conserving land uses; an 
expansion in the demand for farm products 
as industrial raw products, especially wood 
pulp, starch, and materials that can be used 
for plastics; and greater use of frozen packing 
and other methods of preserving foods. 

On the basis of these changes—and with 
the proviso that a big boost in industry might 
alter or eliminate the prospect—the book 
lists the following as among the more im- 
portant expected effects: a displacement of 
possibly 350,000 to 500,000 farm workers 
through mechanization; a movement down 
the agricultural ladder from the status of 
owner to that of wage hand; greater differ- 
ences in income between farm groups, and 
between regions; further migration within 
rural areas and between cities and the coun- 
try; a possible increase of 200,000,000 bushels 
in corn production; a potential increase of 
43,000,000 in the production of oats, wheat, 
and soybeans; lower costs through greater 
efficiency; a decline of farm income in poorer 
areas, and wider fluctuations in income per 
farm because of greater sensitivity of both 
farm prices and income to changes in the 
business cycle; a concentration of production 
in best-adapted regions; for those who can 
afford the improvements in techniques, a 
better living, but for those displaced or 
lowered in status, “a lowered standard of 


living, greater misery, less family cohesion, 
disrupted community life, poorer schools, 
churches, and so on.” 

In his preface to the report, H. R. Tolley, 
Chief of the Bureau of Agricultural Eco- 
nomics, writes: “It would be useless for us 
to try to curb the march of technology, for 
we know that it gives jobs, as well as takes 
them away. Our task, rather, is to study 
ways to equalize the advantages brought by 
technology and to help plan a more stable 
economy.” 

The interbureau coordinating committee 
on technology, which supervised and ap- 
proved the final report, included the follow- 
ing members: F. F. Elliott, chairman, and 
Sherman E. Johnson, R. S. Kiefer, Carl C. 
Taylor, Oris V. Wells, Preston Richards, of 
the Bureau of Agricultural Economics; C. C. 
Farrington, Agricultural Adjustment Ad- 
ministration; S. R. Newell, Agricultural 
Marketing Service; Ernest Kelly and T. E. 
Woodward, Bureau of Dairy Industry; Paul 
E. Howe, Bureau of Animal Industry; Albert 
R. Merz and S. C. Salmon, Bureau of Plant 
Industry; W. B. VanArsdel and R. B. Gray 
per W. R. Humphries, Agricultural Chemis- 
try and Engineering; Lon A. Hawkins, 
Bureau of Entomology and Plant Quaran- 
tine; R. W. Hudgens per George S. Mitchell, 
Farm Security Administration; S. P. Lyle, 
Extension Service; N. R. Bear per Volorus 
H. Hougen, Soil Conservation Service; Rich- 
ard W. Nelson, Forest Service; Lawrence S. 
Tuttle, Public Roads Administration, Fed- 
eral Works Agency; and J. Paul Miller, 
Bureau of Biological Survey, Department of 
the Interior. Alfred D. Stefferud, Bureau of 
Agricultural Economics, served as editor of 
the report. 

The planning of a marketing system for 
the Columbia River Irrigation Project has 
been undertaken by the Bureau of Agricul- 
tural Economics in cooperation with other 
Federal and State agencies charged with the 
development of this new empire. The million 
and a quarter acres of irrigable land to be 
brought into production during the next two 
decades will have soil and climate suited to 
a wide variety of crop and livestock enter- 
prises. 
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Which agricultural products might be 
marketed to best advantage, and therefore 
should be emphasized in the forming pro- 
gram? What marketing systems and facili- 
ties should be developed in the area for the 
assembly, processing, and distribution of 
these products? Where should marketing 
centers, processing plants, etc., be located 
during the first few years, when only scat- 
tered sections will be irrigated, so as to fit 
best into the final scheme of the entire proj- 
ect? These are some of the major problems 
toward which attention is to be directed. 

The food stamp plan has contributed ma- 
terially to the dietary standards of low-in- 
come consumers and appears to be working 
satisfactorily from the standpoint of all 
groups concerned, according to “An Eco- 
nomic Analysis of the Food Stamp Plan.” 
Released in cooperation with the Surplus 
Marketing Administration and the Bureau 
of Home Economics, the report is based on 
an intensive study of the first year’s opera- 
tion of the Food Stamp Plan. The report 
covers all phases of the Stamp Plan’s opera- 
tion. Probably its most outstanding feature 
is an explanation of the economic principles 
underlying a program of this kind, about 
which many people have not had a clear un- 
derstanding. Although benefits to farmers 
are difficult to measure accurately, it was the 
conclusion of the study that the Stamp Plan 
may be expected to increase farm income at 
least as much as, and possibly more than, the 
amount of federal funds which the govern- 
ment puts into it. 

The provision of a suitable wholesale fruit 
and vegetable market in Huntington, West 
Virginia, to replace the obsolete and inade- 
quate facilities now in use, is recommended 
by W. T. Calhoun of the Bureau of Agri- 
cultural Economics, and W. W. Armentrout, 
Department of Agricultural Economics, Uni- 
versity of West Virginia, in a report entitled 
“The Fruit and Vegetable Market of Hunt- 
ington, West Virginia.” The survey on which 
this report is based was made in September, 
1940, at the request of the local Chamber of 
Commerce. The authors discuss the possibili- 
ties of improvements, the essentials of a good 
wholesaie market, and the type and size of 


facilities that would be suitable for Hunting- 
ton. They consider the advantages and dis- 
advantages of reorganization in the present 
location, and the factors to be considered if a 
new location is to be selected. Considerable 
attention is given to the kind of management 
and regulations needed. The report indicates 
that the establishment of a proper market 
should be of great benefit to growers, mem- 
bers of the trade, and consumers throughout 
the Huntington territory. 

Estimating livestock receipts at public 
markets is considerably more difficult now 
than it was a decade or more ago when live- 
stock was transported to market primarily 
by rail. This is the conclusion reached by 
Knute Bjorka of the Bureau of Agricultural 
Economics in a report entitled ‘Estimating 
Livestock Receipts at Public Markets.” The 
increased difficulty in estimating receipts 
stems from the fact that advance reports 
similar to those furnished by railroads on 
livestock in transit and cars ordered for ship- 
ment of livestock to several of the important 
markets are not available on livestock trans- 
ported by motor truck. The percentage of 
error in estimating receipts is on the average 
less on days when receipts are normally large 
than when they are normally small. Usually, 
cattle receipts are estimated more closely 
than receipts of other livestock. Sheep and 
lamb receipts are the most difficult to esti- 
mate. The report suggests that the estimates 
be continued at the markets where they are 
now made, but does not advise that the serv- 
ice be extended to other markets. It is recom- 
mended that information on average receipts 
for the corresponding day during the preced- 
ing four weeks be made available at all 
livestock markets where the Federal market 
news service is maintained. 


Agricultural Marketing Service 


Cotton. A number of spinning and fiber 
tests are being made on irrigated and rain- 
grown cotton from the 1939 crop because of 
claims by manufacturers that irrigated cot- 
ton has more waste than rain-grown cotton, 
produces yarn of lower strength, produces 
yarns and fabrics that are unsatisfactory in 
appearance, is harder to spin, and is difficult 
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to dye. These claims have been reflected in 
price differences. Samples for the tests were 
gathered during the 1939-40 season from the 
Memphis territory, which includes Missis- 
sippi, Arkansas, and Louisiana; from Cali- 
forna; and from the Arizona-New Mexico- 
Southwest Texas territory. The samples, 
believed to be representative of the crop in 
each area, were packaged and shipped to the 
U. S. Spinning Laboratory at Clemson, 
South Carolina. There they were spun into 
yarns and tire cords and woven into cloth 
under controlled laboratory conditions. Pre- 
liminary results on differences in quality of 
these cottons were issued by the Service in 
mid-November, but a more complete report 
is in preparation. 

More than 1550 grower groups are par- 
ticipating this season in the free classification 
service for cotton improvement groups as 
compared with 918 groups in the 1939-40 
season. The number of grower members qual- 
ifying for the service exceeds 128,000 com- 
pared with 65,000 last year; and the culti- 
vated cotton acreage of these growers is more 
than 4,100,000 acres, slightly more than 
double the acreage of participating members 
last season. The acreage under the current 
season’s program represents over 16 per cent 
of all acreage planted to cotton in 1940. In 
spite of the greatly increased volume of cot- 
ton being handled at all classing offices, it has 
been possible to give a one-day service on all 
bales presented for classing. This factor has 
helped greatly to increase the popularity of 
the program this season. 

Fruits and Vegetables. A study of consumer 
acceptance of grade labeling of canned food 
products is being carried on this winter in a 
number of large cities throughout the coun- 
try. The project is being conducted in co- 
operation with home economic departments 
of several Universities and is under the direc- 
tion of Miss Alice Edwards, formerly Ex- 
ecutive Secretary of the American Home 
Economics Association, and a nationally rec- 
ognized authority on quality standards. Sim- 
ple grade terms on the labels of canned foods 
have helped consumers to identify quality 
and to pay on the basis of quality. An addi- 
tional assurance of quality is now provided 


through the “‘continuous inspection”’ service 
recently inaugurated on an experimental ba- 
sis by the Agricultural Marketing Service. 
Under agreements with five canning concerns 
—two in California, one in western New 
York, one in Michigan, and one in Florida— 
the entire pack of each plant is inspected at 
each step of the canning process by Federal 
inspectors. A large part of the season’s pack 
carries direct to consumers such officially 
certified designations on the labels as U. S. 
Grade A, U. S. Grade B, and U. S. Grade C. 
Definite information on the value of such 
Government grade labeling is expected to be 
obtained as one phase of the subject. 

The two studies on market practices and 
consumer preferences for potatoes carried on 
in the Chicago area during the past year 
have been completed. It is expected that the 
results of these studies will have been ana- 
lyzed and issued when this issue of the 
Journal becomes available. The studies are 
“Retail Trade Practices and Preferences for 
Late-Crop Potatoes in Chicago and Suburbs, 
and Quality Analysis of Potatoes Offered for 
Sale to Consumers, 1939-40,” and “Retail 
Trade Practices and Preferences for Early- 
Crop Potatoes in Chicago, and Quality 
Analyses of Potatoes Offered to Consumers, 
1940.” 

Grain and Seed. Several States have pro- 
posed adoption of a uniform seed law in lieu 
of the various types of State seed laws now in 
effect. To aid in this endeavor the Agricul- 
tural Marketing Service, at the request of the 
State Officials, has drafted a uniform State 
seed law that contains the most effective pro- 
visions of existing State laws and which con- 
forms with the Federal Seed Act of 1939. 

Six public conferences to discuss proposed 
amendments to the U. S. Grain Standards 
for rye and for oats were held by the Agricul- 
tural Marketing Service from December 9 to 
December 19. The amendments, proposed 
because of changes that have occurred in 
recent years in the production, merchandis- 
ing, milling and processing practices with 
respect to these grains, include the addition 
of a special grade to designate Columbia 
oats; and special grades to designate rye con- 
taining not more than § per cent of thin 
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kernels and rye containing more than 20 per 
cent of thin kernels. If adopted, the amend- 
ments will become effective at the beginning 
of the 1941 crop movement. 

Lard. A survey of the processing, packag- 
ing, and distribution of lard has been made 
by the Agricultural Marketing Service in co- 
operation with the American Meat Institute. 
Considering the distribution of lard, very 
broadly, the proportion going into various 
channels was as follows: distribution trade, 
50.6 per cent; bakeries, 21.6 per cent; export, 
21.2 per cent; refineries, 3.7 per cent; board 
of trade, 1.8 per cent; plant manufacturing, 
0.2 per cent; other users, 0.7 per cent; stor- 
age, 0.2 per cent. 

Small containers for retail distribution 
have increased in popularity during the past 
10 years. In the 1938-39 fiscal packing year 
the proportion of lard packaged in cartons 
for retail distribution was 32.0 per cent. In 
1934-35 it was 25.6 per cent, and in 1930-31 
it was 18.0 per cent. In general, the large 
packers used cartons more extensively for the 
distribution trade than did the small pack- 
ers. 

W eather forecasting. Under a recently com- 
pleted agreement between the University of 
Chicago and the Agricultural Marketing 
Service, work has started on a cooperative 
project entitled, ““An Investigation of the 
General Circulation of the Atmosphere, In- 
cluding a Study of Extra-Terrestrial Influ- 
ences to Determine the Scientific Basis for 
Long-Range Weather Forecasts.” The Uni- 
versity of Chicago will contribute scientific 
leadership and direction of the study. The 
work will be carried on in the newly organ- 
ized Meteorological Institute of the Physics 
Department at the University. Emphasis in 
the new project will be placed first upon a 
study of meteorological phenomena associ- 
ated with periods of drought. 

Farm Employment. A W.P.A. farm enumer- 
ation project sponsored by the Agricultural 
Marketing Service has been operating since 
March 1940. The principal objective is to 
test new methods of estimating farm employ- 
ment, but much related information has been 
collected including monthly data on prices 
received and paid by farmers. Special surveys 


as to wage rates, acreages of principal crops, 
numbers of livestock and types of stores 
patronized by farms have also been made in 
connection with the regular enumerations. 
The project has been in operation in two 
States, lowa and Arkansas, with sample 
areas enumerated in all but a few counties 
of these States. 

Developments to date indicate that it is 
entirely feasible to use personnel from W.P.A. 
rolls for this type of enumeration, that the 
cooperation of farmers and merchants can be 
enlisted and maintained, and that the data 
collected are reasonably accurate and repre- 
sentative. Information on per unit rural liv- 
ing costs, as reflected in enumerated prices 
paid by farmers for 32 clothing and automo- 
bile supply items was made available by the 
Agricultural Marketing Service in the Octo- 
ber issue of the Local Market Price Report. 


Bureau of Census 


The preliminary tabulation of population 
characteristics based on a five-per cent sam- 
ple providing carefully controlled estimates 
far in advance of complete reports, referred 
to in the October issue of the Fournal, prob- 
ably will be released before the publication 
date of this issue. This report will show for 
the United States the following work status 
categories during the week of March 24-30, 
1940, for male white, male non-white, female 
white, and female non-white: at work, with a 
job but not at work, employed on emergency 
work, experienced worker seeking work, new 
worker seeking work, housewife, student, un- 
able to work, inmate of institution, and not 
at work for pay or profit for other reasons. 
Work status will be tabulated for the age 
groups 14 to Ig years, 20 to 24 years, 25 to 
44 years, 45 to 64 years, and 65 years and 
over. Also, the number of children by sex and 
color will be estimated for the age groups: 
under § years of age 5 to g years, and Io to 
13 years. The area classification will be ur- 
ban, rural-farm, and rural non-farm. While 
it will not be possible to present these sample 
data in full detail for all States, as the actual 
number of persons in certain cells of the sam- 
ple will be too small for satisfactory statisti- 
cal inference, reliable basic statistics will be 
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available from the sample for most states 
and for some of the larger cities. 

The report on “Sales Finance Companies 
and Banks’ Holdings of Retail Installment 
Paper,” also previously mentioned in these 
notes, has been issued. In addition to the sta- 
tistics on retail installment financing, which 
are separated in the main between “‘automo- 
tive” and “other retail,” there is an historical 
discussion of the initiation and development 
of financing of consumer retail purchases. 
Statistics are presented by type of commod- 
ity, by type of financing establishment, and 
by geographic location. Both purchases dur- 
ing 1939 and holdings of retail installment 
paper at the end of the year are shown, for 
finance companies and banks separately. 
Many businesses and analysts interested in 
retail financing will find very valuable infor- 
mation in this report. 

The United States summary for Retail 
Sales, from the Business Census, is scheduled 
for release at the end of December. Present 
plans call for the number of stores in 1939, 
1935, and 1929, with sales for the same years, 
by kinds of business. The United States sum- 
maries for Wholesale Trade and Service Es- 
tablishments are also due at the end of 
December. 

Retail trade reports, showing number of 
stores, sales, proprietors, firm members, em- 
ployment, and payrolls by kinds of business 
for states and incorporated places having a 
population of 2500 and over, are well under 
way, and will be published for more than 20 
states by January 1. Number of stores and 
sales for the principal business groups by 
counties are also included in this report. 

Wholesale trade reports by kinds of busi- 
ness by states are being issued at the same 
rate. These contain data for number of estab- 
lishments, sales, operating expenses, proprie- 
tors and firm members, employees, payrolls 
and stocks. Less detailed statistics are in- 
cluded for counties and incorporated places 
having population of 5000 and over. The 
amount of detail for cities varies according to 
city size. 

Reports for Service Establishments show- 
ing number of establishments, receipts, em- 
ployees and payrolls by kinds of business by 





states, are also well under way. These con- 
tain less detailed statistics for counties and 
for cities of 2500 and over. 

All Business Census state reports described 
above will be completed in February. 

The summaries of general statistics by in- 
dustries and by states for the Census of 
Manufactures are scheduled for release in 
December. These summaries will show, for 
each of the 450 industries in the Census of 
Manufactures classification and for each 
state, the number of establishments; num- 
ber of salaried employees; wage earners 
(average for the year); total salary pay- 
ments; total wage payments; cost of ma- 
terials, fuel electric energy and contract 
work; value of products; and value added by 
manufacture. A similar summary for the 75 
key national defense industries was due for 
release in December. Manufactures releases 
are being made available earlier than has 
been possible in former censuses. 


Bureau of Foreign and Domestic Commerce 


In cooperation with the Wage and Hour 
Division of the Department of Labor, the 
Bureau has undertaken a study of the effects 
of the Wage and Hour law on the operation 
of wholesalers. This study has been initiated 
at the instance of the wholesale food trades. 
A questionnaire survey has been planned and 
the schedules were mailed in the middle of 
October to some 5000 concerns in the food 
field. Statistics will be secured for analytical 
purposes on volume of sales, operating ex- 
penses, and pay-roll cost for full time and 
part time employees covered by the Act. 
Data also will be obtained with respect to 
measures that may have been taken to adjust 
operations to conform with the Act. The 
Marketing Research Division of the Bureau 
will collect and tabulate the data, and pre- 
pare the statistical tables. These tables will 
be turned over to the Wage and Hour Divi- 
sion of the Department of Labor for analysis 
and preparation of a report, with any appro- 
priate recommendations. The statistics like- 
wise will be made available to cooperators 
and interested parties. 

The National Income Division has begun 
work on estimates of the national income in 
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terms of final products. This work is an ex- 
tension of the studies undertaken by the Na- 
tional Bureau of Economic Research and 
published in part in “Commodity Flow and 
Capital Formation, Volume I.” The publica- 
tion of results will not be undertaken for at 
least a year. 

Progress on the monthly industry survey 
undertaken by the Division of Business Re- 
view at the end of 1939, has permitted the 
issuance of monthly indexes of manufac- 
turers’ inventories, shipments and new or- 
ders. Reprints of the article presenting the 
results, the sample and methodology are 
available from the Division upon request. 


Bureau of Home Economics 


Although lack of adequate income is the 
leading cause of faulty nutrition, knowledge 
of food values spells the difference between 
safe and unsafe diets in many American farm 
homes. This is indicated by a study of farm 
families conducted by Dr. Hazel K. Stiebel- 
ing, food economist of the Bureau. 

Among a nonrelief group of white farm 
operators in the Southeast with annual net 
incomes of $500 to $1,000, it was found, for 
example, that four out of every ten had poor 
diets, below the safety line, but another four 
managed to have good or excellent diets. In 
the $1,500 to $2,000 income class, two out of 
ten families had poor diets and five had good 
or excellent diets. Of those in the income 
class $500-$1,000 the value of the diets 
graded excellent averaged 12.8 cents per 
person per meal. The average value of the 
poor diets was 7.9 cents per person per meal. 
In actual cash expenditure the difference was 
not so great—4.2 cents as compared with 3.8. 
Most of the difference between the total val- 
ues of the diets represented food produced at 
home. 

Much of the difference between poor and 
excellent diets reflects good management in 
fitting home production to family needs and 
judgment in selecting foods for their nutri- 
tional value. Fewer than half of the nonrelief 
farm families the country over have diets 
that give a generous enough margin of safety 
over minimum requirements, the study indi- 
cates, and a fourth of the farm families are 


believed to have diets that are below the 
safety line part of the time each year. Those 
below the “‘safety line” include persons on 
diets likely to lower their resistance to dis- 
ease and to impair their productiveness and 
feeling of well-being, as well as those who ac- 
tually feel hunger or have such advanced 
symptoms as pellagra, beriberi, and scurvy. 
In order to give all of the 31 million farm 
people diets as good as those of them who 
now are well fed, the Bureau estimates that 
the following increased quantities would be 
required: 
sto million gallons of milk 
95 million pounds of butter 
215 million dozen eggs 
990 million pounds of tomatoes and cit- 
rus fruit 
2,500 million pounds of leafy, green, and 
yellow vegetables 
370 million pounds of meat and poultry 
(dressed weight). 
Many government agencies are now work- 
ing on programs to help farm families obtain 
adequate diets. 


Interstate Commerce Commission 


Beginning with January 1, 1940 the Com- 
mission began to collect its statistics for the 
principal classes of commodities upon a state 
basis. The report for the first quarter of the 
year showing the tons originated and termi- 
nated, by states, for 156 classes of commodi- 
ties has already been issued, and the reports 
for the second quarter are now being tabu- 
lated. Copies of these statistics of origina- 
tions and terminations are of interest to 
people engaged in computations showing the 
balance of trade of different states. 


Bureau of Labor Statistics 


Prices and Cost of Living. A study of prices 
of building materials has been made by the 
Wholesale Price Division of the Bureau and 
the T.N.E.C. Studies Section, and is to be 
published as a T.N.E.C. monograph. The 
study covers the prices of 42 building ma- 
terial items in 50 localities, obtained quar- 
terly from 1935 to date. Two price series are 
included: producers’ or manufactures’ prices 
to distributors or dealers, and dealers’ or dis- 
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tributors’ prices to typical contractors doing 
a medium-sized volume of business. Actual 
prices and index numbers will be shown for 
each of nine geographic regions, and for each 
item there will be a discussion of the pricing 
and marketing structure. For the present the 
Bureau plans to continue pricing these items 
currently. 

Wholesale prices for lumber and carpets 
and rugs have been revised and were intro- 
duced into the general index for October. 
Mimeographed reports describing the revi- 
sion and presenting the improved prices, 
from 1935 for lumber and from 1933 for car- 
pets and rugs, are available upon request 
to the Bureau. The revision represents ex- 
panded coverage and lists of commodities 
typical of present marketing transactions. 
Attention is now being given to the improve- 
ment of the price series for machine tools and 
machine-tool accessories, and for waste and 
scrap materials, such as scrap iron and steel 
and nonferrous metals, and waste paper and 
wool waste. 

Milwaukee is now included among the 
large cities in which prices are secured for 
the quarterly cost of living index, bringing 
the list to 34. In Norfolk, pricing has been 
expanded to include Newport News and 
Portsmouth, Virginia. At the request of the 
National Defense Commission, 20 small cit- 
ies (under 50,000 population) were included 
in the index for the first time in December. 

A national monthly cost of living index 
has been issued since November. It is based 
upon monthly pricing for an abbreviated list 
of items in 20 of the large cities included in 
the quarterly index. Both the quarterly and 
monthly cost of living figures will now be 
available one month after the date to which 
the figures apply, and certain cities will be 
available even earlier. 

The monthly reports on retail food prices 
will also be issued much more promptly, 
within two or three weeks after the mid- 
month pricing date. These regular reports, 
covering 63 foods in §1 cities, are now being 
supplemented by semi-monthly price collec- 
tion on a shortened list of 18 foods in 18 cities. 

Special surveys of living costs have been 
made in five cities in which there has been an 


expansion of industrial activity related to the 
national defense program—Bridgeport, Con- 
necticut; South Bend, Indiana; San Diego, 
California; Corpus Christi, Texas; and Gads- 
den, Alabama. Prices were secured for Octo- 
ber 1940, October 1939 and June 1940. Pres- 
ent plans provide for periodic surveys in 
these localities in the future. 

Rents are being surveyed in 11 additional 
city areas, to show changes over the year 
from October 1939 to October 1940. The com- 
munities selected are those in which adequate 
housing may become a problem, because of 
the influx of workers on defense activities. 

Beginning this fall, the Bureau inaugu- 
rated monthly collection of retail coal prices 
during the burning season, from October 
through April, in the §1 cities where prices 
have been secured quarterly. The quarterly 
collection in June and September will be con- 
tinued. 

Employment and Occupational Outlook; 
Wages and Hours. A new section has been 
set up to make studies of occupational out- 
look, in professional and white-collar fields 
as well as in jobs filled by wage-earners. The 
Bureau will cooperate with other agencies in- 
terested in the general subject of employ- 
ment opportunities, and for the present will 
utilize data already available, making its 
task one of coordinating and analyzing. The 
studies to be undertaken will provide infor- 
mation concerning (1) the number of workers 
having certain occupational skills as com- 
pared with the number of jobs requiring 
those skills, (2) the trend of new work op- 
portunities in particular occupations as com- 
pared with the number of persons who are 
being trained for those occupations, (3) the 
type of training and experience needed for 
the different occupations and how such train- 
ing and experience can be obtained, (4) the 
methods used by workers in the various oc- 
cupational lines, and (5) the working condi- 
ditions, hours, wages, and earnings in various 
occupations. 

As part of the monthly reports on employ- 
ment and pay rolls, information is being 
tabulated on 70 additional manufacturing 
industries must of which have become of in- 
creased significance as a result of the de- 
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fense program. They are industries formerly 
grouped in a miscellaneous category or repre- 
sent subdivisions of some of the go industries 
formerly tabulated. 

The Bureau has made estimates for the 
National Defense Commission of the amount 
of labor which will be created, both on and 
off the site, by expenditures under defense 
appropriations. The total figures are classi- 
fied by the number of workers of varying 
degrees of skill, and in some instances by 
occupations. As contracts are awarded, the 
Bureau estimates the amount of labor to be 
needed, by months, during the life of the con- 
tract; estimates for contracts newly signed 
are superimposed upon those for contracts on 
which work is as yet incomplete. The num- 
bers and amounts of the contracts, and the 
number of workers estimated are required 
are being classified also by state and indus- 
trial area. 

Each week the Bureau makes available a 
list of all Federal contracts awarded, showing 
the type of project, location of the work, and 
dollar volume. A list is issued monthly of the 
dollar volume of defense contracts in each 
state and economic area. 

The monthly reports on labor turnover 
now show separately the rate for separations 
due to entrance into the military service. 

Surveys of wages, hours and working con- 
ditions have recently been undertaken in the 
following industries: lumber, jewelry, em- 
broidery, enameled steel cooking and hospi- 
tal utensils, seamless hosiery, rubber goods, 
cotton garments, and cotton goods. 


Works Progress Administration 


The Report on Progress of the W.P.A. Pro- 
gram for the year ending June 30, 1940, is 
now being printed and will be available 
shortly. The report contains special sections 
on W.P.A. defense activities, airport and air- 
way work, and a summary statement of 
W.P.A. operating policies and procedures. 
Other sections cover analyses of W.P.A. em- 
ployment and expenditures, physical units 
of work completed, legislative provisions for 
the current fiscal year, and the place of the 
W.P.A. program among the public work and 
assistance programs in the United States. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 


Curtis Publishing Company 


The Division of Commercial Research has 
completed an extensive field survey of elec- 
tric and gas appliances. The study has sepa- 
rate consumer and dealer sections, and covers 
both urban and rural localities. Special em- 
phasis was placed on consumer attitudes, the 
replacement market and problems of distri- 
bution. Refrigerators and washing machines 
received particularly detailed study. In the 
rural interviewing there were special ques- 
tions on electrical farm equipment. 

Another research project of the Division is 
the study of income groups in urban and 
rural markets. Each market will be broken 
down geographically into four types of areas 
representing those districts in which each 
quartile of family income predominates. In 
other words, districts of Type I will contain 
a preponderance of top quartile income fami- 
lies, Type II will be predominately second 
quartile families, and so on. 

Plans are also being formulated for utiliz- 
ing 1940 Census data as the basis for explor- 
ing the various factors affecting markets. It 
is contemplated that the results of this work 
will be incorporated into a county-by-county 
analysis of the country designed to aid manu- 
facturers in determining sales quotas. 

A detailed analysis of the food figures from 
the Consumer Purchase Study is also in prep- 
aration. This will cover both urban and rural 
phases of the original survey made by the 
government’s Bureau of Labor Statistics and 
Bureau of Home Economics. 


Institute of Distribution 


The results of the Institute’s survey con- 
cerning the mortality of individual food re- 
tailers in Siouy "alls, South Dakota, are 
expected to be published soon in leaflet form. 
This survey was conducted by Dr. Paul C. 
Olsen, Director of Research of the Institute, 
and compares the rate at which individually- 
owned food stores have been entering busi- 
ness in Sioux Falls and the length of time 
that they have been staying in business from 
1929 to 1940 with the conditions, in this con- 
nection, that existed during the period from 
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1901 to 1912. In many respects this latest 
survey was conducted along the lines of other 
studies on the same subject previously made 
by the Institute in Texarkana, Texas; Fresno, 
California; Grand Rapids, Michigan; Louis- 
ville, Kentucky; Mobile, Alabama; Sacra- 
mento, California; Schenectady, New York; 
and Wichita, Kansas. 

A 1941 calendar has just been completed 
in the form of twelve 83 x 11 cards per cal- 
endar, attractively bound. There is a card for 
each month on which appears every date 
during the given month on which Federal, 
State or local taxes are due. Each card also 
contains a brief story concerning chain stores. 
The supply of this tax calendar is extremely 
limited as the bulk of the copies was dis- 
seminated among Institute members for 
whom the item was principally prepared. 
On a first-come-first-served basis the Insti- 
tute will be glad to send a copy of the calen- 
dar to requesting members of the A.M.A. so 
long as the available supply holds out. 

It is expected that the Institute’s compre- 
hensive Chain Store Bibliography for 1941 
will be published early during the year. Like 
its popular predecessors, it will contain list- 
ings of books, booklets, pamphlets and other 
important items on chain stores that have 
lately appeared. 

The 1940-1941 edition of “Retailers Man- 


ual of Taxes and Regulations,” mentioned in 
the October notes has been published for the 
Institute’s members. A limited supply of this 
continuously revised, loose-leaf manual is 
available for sale to non-members. 

The 1940 series of “Facts on Chain Stores,” 
one for each state and covering pertinent 
chain store facts for the particular state, has 
also been completed. 


McCall Corporation 


A survey of the household gas appliance 
business, dealing with ranges, refrigerators, 
water heaters and central house-heating 
equipment has been made by the Research 
Department of the McCall Corporation, 
publishers of Redbook and McCaill’s maga- 
zines, at the invitation of the Association 
of Gas Appliance and Equipment Manu- 
facturers Association. The survey results 
have not been published, since a consider- 
able part of the material is of interest only 
to manufacturers. However, certain charts, 
dealing with sales and saturation of gas 
ranges, refrigerators, water heaters and house- 
heating equipment as compared with appli- 
ances using other fuels, may be inspected at 
the office of Arthur Hirose, Director of Re- 
search, McCall Corporation, 230 Park Ave- 
nue, New York, New York, if appointments 
are made in advance. 
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THe Botr.tenecks oF Business, by Thur- 
man W. Arnold. New York: Reynal & 
Hitchcock, 1940. Pp. xi, 335. $2.50. 
Thurman Arnold’s position as Assistant 

Attorney General of the United States is 

important enough so that all economists and 

business men should be acquainted with his 
philosophy toward the regulation of business. 

The Bottlenecks of Business affords such an 

opportunity. 

Looking broadly at this book, the philoso- 
phy which it sets forth may be stated in four 
propositions, each of which is dealt with at 
length by Mr. Arnold. First, our system of 
production and distribution is stalled, or at 
least it is not distributing the quantity of 
goods of which it should be capable. The rea- 
son for this condition is traced to various 





restraints, for example, in the building trades 
through patents, price leadership, central es- 
timating bureaus, and labor unions. These 
restraints are the “bottlenecks” of business, 
and are so important that (according to Mr. 
Arnold) their total effect “‘is the unbalance of 
prices which has been the principal cause of 
failure of our economy to get on its feet in 
the last eight years.” 

Second, in spite of the present-day pre- 
dicament of our economy, we need to pre- 
serve a “system of distribution of goods 
through private enterprise.” Such a system is 
essential to the preservation of initiative 
and, hence, long run efficiency. Third, pri- 
vate enterprise can be retained only through 
the maintenance of a free market. Fourth, 
enforcement of the Sherman Act will pre- 
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serve this free market by preventing “the 
private seizure of power over interstate com- 
merce.” 

To those persons who feel that there may 
be other causes than restraints of trade for 
the inability of our system to produce and 
distribute at capacity, Mr. Arnold gives ab- 
solutely no attention. But to those who say 
that the Sherman Act has failed, he has a 
very definite answer—we have never really 
tried to enforce it. If the Anti-trust Division 
of the Department of Justice is provided 
with men and funds he feels that it will not 
be found “‘a difficult task to maintain a free 
market.’ He would use the one-industry-at- 
a-time approach and gradually force re- 
straints out of existence; to keep them from 
reappearing one or two men would be sta- 
tioned in each major city to act as the “eyes 
and ears’’ of the law. And to those who say 
that the Sherman Act is nothing but a re- 
straining hand on bigness, he would reply 
that it is nothing of the kind. It is opposed 
to restraints of trade, regardless of whether 
they are found in big or in little businesses. 

Even to one who is sympathetic with 
Arnold’s general point of view, it may seem 
that he is far too optimistic as to the ease with 
which restraints may be abolished from the 
American scene. Yet to many economists it 
should come as a welcome change to have a 
person with his view engaged in enforcing our 
anti-trust laws. 

The Bottlenecks of Business, as is to be ex- 
pected by those who read The Fokelore of 
Capitalism, is well written, although it lacks 
some of the wit and vitality of the earlier 
book. Even such a dull topic as procedure 
under the Sherman Act is approached so as 
to carry the reader through it without hesita- 
tion. Perhaps the weakest part of the book is 
a miscalled chapter on ““The Rise of A Con- 
sumer Movement.” It should also be noted 
that there is no attempt to place a dividing 
line between that part of our economic sys- 
tem which should be dominated by a free 
market and that part which should be under 
some degree of government control. The 
reader will also look in vain for any discus- 
sion of the relation of Mr. Arnold’s thesis to 
Fair Trade laws. In spite of these criticisms, 
one need have no hesitation in recommend- 


ing to others the reading of The Bottlenecks 
of Business. 
Cuar.es F. Pui.uips 
Colgate University 


Maxkinc ConsuMER EpvucaTion EFrectrive: 
Proceedings of the Second National Con- 
ference on Consumer Education. Held at 
Stephens College, Columbia, Missouri, 
edited by Kathryn Blood and Helen Dal- 
las: Ward Ritchie Press, Los Angeles, 
1940. Pp. 253. $1.00. 


“Consumer education,” according to Di- 
rector John M. Cassels of the Institute for 
Consumer Education, “is development in 
attaining the maximum individual and group 
satisfaction for time, effort, and money ex- 
pended.” To aid in “making consumer edu- 
cation effective,” a second national conference 
on consumer education was held last April. 
Although many interests were represented on 
the program as well as in the audiences, there 
was noticeably a less direct clash of opinion 
than had characterized the first conference 
and a more determined effort to understand 
the issues and problems involved. 

The first of the eight sections of the report 
contains papers on “‘Some Special Approaches 
to Consumer Education,” and the second, on 
“What Should Be Taught about Advertising 
in a Consumer Course,” presents papers giv- 
ing the viewpoints of the author of a widely- 
used textbook, a classroom teacher, a repre- 
sentative of advertising, and a marketing 
specialist. The third part treats the question 
“What Is Consumer Education?” 

The fourth section comprises eighty-seven 
pages and is devoted to summaries written 
by leaders and associate leaders of twenty- 
two round tables. Eight of these are on the 
theme of what and how to teach: high school 
students, college students in general, home 
economics students, students in teachers 
colleges, students of distributive education, 
adults of average income level, adults of low 
income level, and rural consumers. Six round 
tables endeavored to bring out the relation of 
consumer education to health problems, the 
problems of milk supply, the cooperative 
movement, government service, standardiza- 
tion of ultimate consumers goods, and the 
problems of income and expenditures. Other 
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subjects for round table discussions were: 
consumer education and the labeling of con- 
sumer credit charges, coordination and plan- 
ning of consumer education in schools, 
consumer education and the handling of 
relations with business, presentation tech- 
niques—writing, radio and motion pictures, 
choosing and using materials in the consumer 
education field, propaganda analysis and 
consumer education, what educators need 
to know about the consumer and agriculture, 
and sources of research materials. A masterly 
summary of the activities of all of the round 
tables appears in the appendix. 

Part five, “Consumer Education for Col- 
lege Students,” is composed of a verbatim 
report of a panel discussion by twenty-one 
students from sixteen Mid-Western Colleges 
and universities, part six presents a paper on 
“Vitalizing Economic Education,” and part 
seven, “Finding the Facts Educators Need 
to Know About Consumers and Commodi- 
ties,” includes two papers on learning about 
consumers, and learning about commodities 
through technical research. 

In the eighth and last section, ““Economy 
Issues of Interest to Consumer Educators,” 
are found two papers on consumers and 
monopoly problems, and effects of the Eu- 
ropean war on American consumers. 

HELEN G. CANOYER 
University of Minnesota 


TELEPHONE SELLING, edited by Norris A. 
Brisco. New York: Prentice-Hall, Inc., 
1940. Pp. xi, 351. $3.75. 

Based on “‘an intensive survey of telephone 
selling made by a group of specialists in the 
telephone industry,” this eighteenth book in 
the Retailing Series is edited by Dean Brisco, 
the authors remaining anonymous. 

The twenty-six chapters fall into the follow- 
ing content groupings: opportunities, prob- 
lems, difficulties, and success of telephone 
selling; applied telephone salesmanship, e.g., 
selling additional items, and converting re- 
turns to exchanges; standards of service, 
behavior, and procedures; organization prob- 
lems of centralization and decentralization; 
personnel selection and training; equipment, 
quarters, and management aids; promotion 
of additional orders, out-of-town customers, 


and solicitation; telephone use by various 
types of retailers and service enterprises; and 
public relations. An adequate index is pro- 
vided. 

The value of such a highly specialized book 
on selling may be questioned by some. In- 
deed, one might suspect from the authors’ 
anonymity that the work may be designed as 
a promotional aid for the telephone compa- 
nies themselves. However true this may be, 
the book stands comfortably on its own merit 
and is thoroughly sound from the standpoint 
of retail selling. It is easily justified by its 
persistent central theme, the development of 
selling efficiency through lowering of costs 
and enhancement of customer satisfaction, as 
well as by its ample illustrative material 
which points the way to more constructive 
salesmanship. There is a complete absence of 
“trick” techniques so annoying to telephone 
subscribers. In fact, high-pressure selling 
is scorned, and the merchant is cautioned 
against the use of the telephone in “dump- 
ing’’ distress merchandise. Emphasis is placed 
on getting the utmost value from incoming 
calls, and the utility of solicitation is ques- 
tioned “‘except for special types of calls to 
very specially selected prospects.” 

Simply written and neatly printed, the 
book is intended for merchants who are not 
yet aware of the potentialities of the tele- 
phone, as well as for merchants already rely- 
ing on telephone selling. The appendix, 
though not referred to in the text, con- 
tains some of the most helpful material, 
including a variety of forms for recording 
performance and arriving at costs and other 
standard data. The fact that many conclu- 
sions are not supported by stated findings 
need not detract from the book’s usefulness 
since it is not a research study. However, 
practical users will wish to test their own 
telephone activities for reliable guides in 
many instances. In a few cases specific meth- 
ods of testing for certain attributes, such as 
temperament of operators, are suggested. 

A fuller development of the techniques of 
measurements for standards of performance 
would have been helpful in reference to the 
index. The twenty-six chapters, ranging in 
length from five to twenty-three pages with 
an average length of twelve pages, could have 
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been reduced in number and might conceiv- 
ably have been grouped more logically. These 
changes would have avoided some repetition 
and might have provided a handier reference 
work. 

The Introduction bases the need for im- 
proved telephone selling on the shift of buying 
habits resulting from central-district traffic 
congestion. One wonders about the compara- 
tive effectiveness and cost of maintaining 
patronage under these conditions by tele- 
phone and by branch stores. And one won- 
ders, too, how permanent our conditions of 
traffic congestion are, and whether improved 
motorways of the future may affect present 
desirability of telephone use by merchants. 
These matters are obviously beyond the 
scope of the book, though nonetheless sug- 
gested by it. 

GeorceE W. Rossins 
University of California at Los Angeles 


ComMERCIAL BANKs AND CONSUMER INSTAL- 
MENT CrepIT, by John M. Chapman and 
Associates. New York: National Bureau of 
Economic Research, 1940. Pp. xxiv, 313. 
$3.00. 

This volume is one of a series of studies in 
consumer instalment financing. The series 
was inaugurated in 1938 by the National 
Bureau of Economic Research with funds 
supplied by the Association of Reserve City 
Bankers and the Rockefeller Foundation for 
the obvious purpose of shedding needed ad- 
ditional light on a fast growing phase of our 
economy. 

Commercial Banks and Consumer Instal- 
ment Credit is presumed to be a report on the 
subject of inquiry, but it differs in no impor- 
tant organizational way from any book that 
might be written on the subject. In the first 
three chapters the book discusses the rise and 
development of consumer financing by com- 
mercial banks, the legal status of such opera- 
tions, and the characteristics of the custom- 
ers served by personal loan departments. 
Chapters 4 to 7 inclusive are devoted to an 
analysis of the operating methods of personal 
loan departments of commercial banks, cus- 
tomer charges, and the income, expense, and 
profit results of such operations. Chapter 8 


delves into the indirect ways in which com- 
mercial banks engage in consumer credit 
operations as when they lend to industrial 
banks and other agencies which, in turn, 
finance consumers. The ninth and last chap- 
ter of the book presents a brief and rather 
inadequate analysis of the competitive situa- 
tion in which commercial banks find them- 
selves when they establish personal loan 
departments. This is followed by 54 pages of 
Appendix material of special interest to the 
statistical technician. 

This volume is at once the result of the 
most comprehensive inquiry into the subject 
and the most searching analysis into internal 
operations of personal loan departments. The 
prestige of the agency under whose auspices 
the work was carried on and the cooperation 
stimulated by the financial sponsorship no 
doubt contributed to the success in securing 
detailed information directly from the banks, 
while the background and experience of the 
author with research into matters financial 
must account for the thoroughness of the 
analysis. Thus we have in this book the best 
presentation and analysis of material bearing 
on operating methods, risk selection, charges, 
collection experience, income from personal 
loan department operations, expenses in- 
curred in such operations, and profits derived 
from the process. 

The student of the subject must also be 
grateful for the clear cut analysis of the con- 
sumers served by personal loan departments 
of commercial banks, according to their in- 
come, vocational, personal, and financial 
characteristics. Similar appreciation must be 
expressed for the clarification of the legal 
status of the consumer credit operations of 
commercial banks. 

But the same cannot be said for the con- 
tents of chapters 1, 8, and g. It is doubtful 
whether chapter 8, dealing with commercial 
bank financing of consumer instalment credit 
agencies, belongs in a volume of this kind. If 
readers are led to think of consumer credit of 
commercial banks as including the sales 
finance paper acquired from dealers the re- 
sult is to confuse the meaning of the term 
consumer credit. One might just as well in- 
clude in consumer credit of commercial banks 
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all the loans made by such banks to retailers 
for the purpose of financing the instalment 
purchases of the latter’s customers. Insofar 
as chapter g is concerned, it has already been 
indicated that the discussion in it of the com- 
petitive relations is inadequate and super- 
ficial in spots. It must not be thought that 
personal finance companies make only single- 
name loans and for that reason personal loan 
departments of commercial banks offer little 
competition to them. In the first place, per- 
sonal finance companies do make some co- 
maker loans and many companies also engage 
in the discounting business. Second, personal 
loan departments of commercial banks have 
tended for some time to dip into the lower 
income groups in the making of single-name 
loans and this portion of their business has 
been on the increase. 

But the greatest defect, in the reviewer’s 
opinion, is in the statistical presentation of 
the present status and importance of com- 
mercial banks in the consumer credit field. 
First, there has been injected into the totals 
a strange element. Reference is made to the 
sales finance paper acquired from dealers. By 
no stretch of imagination can one consider 
loans made by commercial banks to indus- 
trial banks, to sales finance companies, to 
personal finance companies, and to credit 
unions as consumer credit loans of such 
banks. The inclusion of this item proves con- 
fusing and makes comparison with the esti- 
mates by others well-nigh impossible. At the 
same time, there seem to be excluded from 
consideration the personal or consumer loans 
made by commercial banks which do not 
operate separate personal loan departments. 
Yet such business is vastly more important. 
In his book, Consumer Credit and Economic 
Stability: Rolf Nugent estimates that at the 
close of 1937 consumer loan outstandings of 
commercial banks without personal loan de- 
partments amounted to $678 millions, as 
compared with $216 millions of consumer 
loan outstandings of commercial banks with 
personal loan departments (p. 115). Certainly 
a large percentage of the former are of the 
instalment type. 


‘ New York: Russell Sage Foundation, 1939. 


Confusion in the statistical presentation 
also results from the failure to distinguish 
carefully between the number of personal 
loan departments in operation and the num- 
ber of banking offices engaged in personal 
lending. The following statements are illus- 
trative: “it is estimated that at the end of 
1938 there were more than 1500 bank per- 
sonal loan departments in the United 
States...” (p. 23); “From this estimate 
we may conclude that the number of banking 
offices (banks plus branches which are grant- 
ing personal instalment loans is in excess of 
2000, and perhaps may even exceed 2500.” 
(p. 27). Then the author winds up with the 
conclusion that the number of banking of- 
fices making personal instalment loans “‘prob- 
ably approaches 3000” (p. 27) if account is 
taken of banks from which no reports were 
received. Thus one starts to find out how 
many personal loan departments there are in 
operation and concludes that there are so 
many banking offices making personal loans. 
One therefore wonders whether in the totals 
presented in this volume are included any or 
all of the personal instalment loans made by 
commercial banks which have no personal 
loan departments. 

Despite these and other minor shortcom- 
ings, the volume is a valuable addition to any 
consumer credit library, its principal contri- 
bution lying in the knowledge it presents 
concerning the internal operating facts of 
personal loan departments and in the in- 
formation on management results. 


THEODORE N. BECKMAN 
Ohio State University 


ADVERTISING—First A1p To Business. New 
York: The Consolidated Reporting Com- 
pany, 1940. Pp. 237. $2.50. 

Appearing in a field supplied with some 
excellent textbooks and other publications 
dealing with specialized phases of advertising, 
this book commands interest because it 


presents in lecture form the views of a group 
of leading advertising practitioners on pro- 
cedure and developments in their respective 
branches of the field. It is a collection of the 
1939-40 series of twenty lectures, sponsored 
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by Advertising Women of New York, In- 
corporated, who conducted a survey course 
designed to give young women students a 
view of how the advertising business works. 

The book lacks the integrating influence of 
a single author; some of the lectures, for 
example, are slightly repetitious with refer- 
ence to the historical aspects of advertising. 
Taken as a whole, however, the speakers 
duplicate subject matter surprisingly seldom. 
Presentation of much of the material in the 
informal first and second person in which 
many of the talks were given, while less 
scholarly in form than written papers on the 
same subjects probably would be, emphasizes 
the fact that these are the speaker’s views— 
an interesting approach when the lecturer’s 
professional or business capacity also is 
shown, as is done in this book. Drawing upon 
their work in the advertising field, the col- 
laborating speakers add both interest and 
value to their talks by citing particular ex- 
periences and results. In a few instances, as 
in the discussion on creative designing, one 
cannot help wishing that experts had given us 
a better picture of the procedure or problems 
in their respective branches of the field rather 
than pursue a philosophic approach. 

The comprehensiveness of the series of 
lectures may be judged from the fact that 
one lecture was devoted to each of the fol- 
lowing subjects in its relation to advertising: 
relation of advertising to American scene; 
market research; advertising agencies; copy 
and visualization; agency production depart- 
ment; creative designing; typographic layout 
and composition; graphic arts reproduction; 
newspapers; magazines; radio; publicity; 
outdoor; direct mail; commercial pictures; 
packaging; planning ‘the campaign; legisla- 
tion; advertising education; and advertising 
as a Career. 

The range and treatment of these topics 
seem to suggest that this recent contribution 
in the advertising field may well find its 
place among general readers, in survey 
courses, and as a source for selective col- 
lateral reading. 


Harry A. MITCHELL 
Tulane University 


MANUFACTURERS’ Propuct, PACKAGE AND 
Price Pouicies, by Albert Wesley Frey. 
New York: Ronald Press Company, 1940. 
Pp. xii, 429. $4.50. 

This volume defines, clarifies and amplifies 
the principles of merchandizing, a field more 
and more definitely becoming a unit for 
executive control somewhat separate from 
advertising and personal salesmanship. This 
unity is shown, in manufacturing industries, 
to “revolve about offering to the market the 
most desirable product and package at the 
proper price.” 

The principles of merchandizing develop 
from making decisions as to: 1. what the 
price of the product shall be, 2. what the 
quality of the product shall be, 3. what serv- 
ice shall be rendered in connection with the 
product, 4. what the design of the product 
shall be, 5. what improvements shall be 
made in the product, 6. what new uses exist 
for the product, 7. whether a product shall 
be added to the line, 8. whether the line shall 
be simplified, 9. what the nature and design 
of the package shall be, 10. how the product 
shall be identified, and 11. how large an in- 
ventory of finished goods shall be main- 
tained. 

Professor Frey recognizes the defects in 
our present economic system and the desira- 
bility of an adequate social attitude in 
merchandizing, and believes that “‘Recogni- 
tion of the merchandizing function as some- 
thing apart from the production, selling, and 
advertising functions is more likely to result 
in its performance in a manner that is socially 
defensible than if the function is more or 
less buried among others.” 

The chapter on Pricing the product 1 is pre- 
sented from the view point that “there 1 is no 
such thing as demand apart from price’ and 
that the manufacturer should attempt “to 
make his profit as large as possible—present 
and future.’ It somewhat sketchily presents 


the principles of price emphasizing the im- 
portance of using various methods of cost 
accounting for cost determination and the 
necessity for pricing so as to protect whole- 
sale channels of distribution with adequate 
margins. A noteworthy discussion is given of 
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the relation of price to sales volume as dif- 
ferentiated from production costs to produc- 
tion volume, a point infrequently understood 
by sales executives. Price policies are also 
considered in relation to the peaks and val- 
leys of the business cycle. The attitude to- 
ward legislation is summarized as follows: 
“It would seem that, while price control 
schemes are to be frowned upon as long-time 
influences on the business system, they may 
serve a useful purpose in times of emer- 
gency.” 

Several chapters are given over to an in- 
teresting and basic discussion of the influence 
of product quality, design, style and fashion 
on demand and potential sales volume. The 
four sources of influence on standards of 
quality are shown as those arising from 
private organizations, trade associations, 
government bodies and groups of consumers. 
The design piracy problem is recognized to 
be serious to the designers and yet the prob- 
lem has less serious aspects, for degrees of 
originality exist in design and fashion and the 
need for the industrial or commercial artists 
would be less if restrictions on copying were 
greater. 

Some readers may find the chapters on 
Product Development, Expanding the Line, 
Packaging, and Merchandizing Research to 
be the high points of the book, representing 
a new emphasis in books on marketing. We 
find these techniques recognized and ac- 
cepted as standard: techniques for develop- 
ing or finding new uses, for timing product 
improvements, for protecting dealers’ stocks 
when the product is improved, for establish- 
ing criteria for judging a new product, for 
checking the results of product expansion, for 
determining the desirability of more frequent 
package change as well as a detailed list of 
factors to be considered when making a 
change, and the steps necessary for protect- 
ing at the Patent Office both the product and 
brand. 

Merchandizing research is discriminatingly 
defined as “‘that part of marketing research 
which is concerned with the study of prob- 
lems involving preparation of commodities 
for sale.” Both qualitative and quantitative 


current data are shown to be necessary be- 
cause the study of past sales is too often in- 
adequate as a guide. Specific examples of 
merchandizing research are shown as types 
of “case studies.” 

The book is a happy combination of 
principles and illustrative data in detail. It 
follows basic economic points of view, yet 
the discussion of economic aspects is suf- 
ficiently restricted to give the practical 
executive or student a volume of ideas ap- 
plicable to manufacturer’s merchandizing 
problems. Footnotes abound and a selected 
list of references follows each chapter. While 
there are inadequacies in the statement of 
principles, an unwarranted unbalance in 
some of the chapters, and an inability to 
recognize adequately the influence of sales- 
manship and of advertising as factors in- 
fluencing product and package policies—the 
book plows a clean furrow in the marketing 
field and is praiseworthy for its contribution 
to clarity of thinking. 

Gienn N. Merry 
New York University 


Our Town’s Business, by Omar and Ryllis 
Goslin. New York: Funk & Wagnalls 
Company, 1939. Pp. xiv, 355. $3.50. 

After outlining what Americans do for a 
living, nationally, the book turns to the 
“towns’’—that is, to our centers of popula- 
tion, varying in size and characteristics. The 
variety of forces which have operated to con- 
centrate aggregations of people in particular 
localities is illustrated from four “towns”’— 
Baton Rouge (deep South), 30,000 popula- 
tion in 1930; Columbus, Ohio, (Middle West) 
290,000; Conway, a New Hampshire village 
of 3200; and Stockton, a California river 
port near San Francisco, of 48,000 population 
in 1930. There is presented a picture of the 
economic, social and educational factors that 
have worked to create each center—the state 
capitol and the university at Baton Rouge, 
together with neighboring resources of salt 
and limestone; the central location of Colum- 
bus, again with capitol and university, and 
substantial industries; Conway, with its 


woodworking, failing slowly, but its summer 
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tourist business growing and leading to a 
variety of new occupations; and Stockton, 
with its enterprising business association, its 
canneries and heavy industries and its 32 
foot harbor, only go miles from the port of 
San Francisco. 

The changes that have come to other 
cities of the United States are sketched more 
briefly and broadly—the rise of great fac- 
tories, the concentration of manufacturing 
in fewer places, the supplementing of rail 
transport with bus and truck and private 
car. With the help of the machines, the out- 
put of the individual employee has increased 
greatly, but many have been thrown out of 
work. While new vocations have arisen to 
re-employ some of these displaced, the corpo- 
ration has more completely replaced the 
small owner and his partner, putting many 
small enterprises out of business. In the 
field of retail trade, the chain stores have 
been followed by store-chains of indepen- 
dents and, more recently, cooperative chains. 
The little business of the past has become 
Big Business, with fewer owners, more 
mechanized equipment, and lessened op- 
portunities for employment. The market has 
become wide spread and intricate in pattern. 

Two concepts, productive of much fal- 
lacious thinking, are employed by the au- 
thors: that of the “‘balance of trade” in a 
town—the ratio between what is produced in 
the town and what has to be purchased from 
outside, which is based on an article in For- 
tune magazine regarding Oskaloosa, Iowa; 
and the payroll of a town as a prime factor 
in “making the wheelsgo’round,’’as analyzed 
from Gadsden, Alabama, an industrial city 
of the new South. In regard to the latter the 
authors naively conclude that “we need big- 
ger and better payrolls” as a means of stimu- 
lating more buying and in turn greater 
production of food, clothing and shelter, 
autos and cosmetics. Adherence to this “lay- 
man’s theory” of purchasing power fallacy is 
further indicated in the chapter on “Govern- 
ment Steps In” which treats P.W.A., W.P.A., 
and other federal spending as a means of 
keeping the wheels of business turning. 

Ernest S. BRADFORD 


College of the City of New York 


InpustrRIAL BankinG, by Margaret Grob- 
ben. New York: Consumer Credit Insti- 
tute of America, Inc., 1940, Pp. ix, 116. 
$1.50. 

This book deals with the various problems 
which arise in the operation of industrial 
banks and personal loan departments of 
commercial banks. Industrial banks of Mor- 
ris Plan banks supply the credit needs of 
wage earners and salaried people who cannot 
borrow from commercial banks. Loans are 
repaid in monthly, bi-weekly, or weekly in- 
stallments out of current income. A survey 
made in 1937 indicated there were 700 in- 
dustrial banks which were lending a total of 
$660,000,000 annually and 1500 personal 
loan departments of commercial banks with 
a loan volume of $472,000,000. 

The volume discusses the methods em- 
ployed in operating an industrial bank, the 
rates and charges, fines and refunds, com- 
petition, the borrower’s contract, common 
misconceptions of the business, and a sum- 
mary of the laws under which industrial 
banks operate. The discussion of these several 
aspects of industrial banking is presented in 
a brief and sketchy manner. The book is evi- 
dently designed to give the general reader 


a brief survey of the scope and activities of 


the industrial bank and its place in the eco- 
nomic order rather than to serve as manual 
or reference book for the banker engaged in 
the actual operation of such institutions. An 
excellent bibliography is given. 

Industrial banks constitute one of the 
major agencies in the rapidly growing field 
of consumer credit. The use of the amortized 
loa: h2s made possible their development 
along ».i:4 installment sales, credit unions 
and personal finance agencies. Experiences 
in all these consumer credit agencies have 
demonstrated the fundamental soundness of 
consumer credit if properly controlled and 
managed and a large expansion in this field is 
to be expected. 


D. C. Sowers 
University of Colorado 


THE Economics OF TRANSPORTATION IN 
America, by Kent T. Healy. New York: 
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The Ronald Press Company, 1940. Pp. 

XVIll, §75. $4.00. 

Generally, a textbook on the development 
of transportation facilities in the United 
States is presented in historical sequence 
with particular stress on the rapid expansion 
of railroads during the middle of the last 
century. Sometimes a chronological review 
proceeds from the point of view of govern- 
ment restraint and regulation as explained 
by federal legislation and judicial decisions. 
The author has deviated from this usual 
course of following the secular trend and has 
made the fortunate choice of analyzing and 
interpreting present day problems by in- 
troducing an approach which has for its 
main object a search for causes of present 
day problems, and thus has succeeded in his 
“intent to emphasize the motives and reasons 
for economic phenomena.” 

Although the major portion of this book 
deals with transportation principles inter- 
preted largely according to their economic 
significance, there is no marked neglect of 
factual data concerning such a vast and 
complicated field nor of the influences that 
past events have had upon our present trans- 
portation systems. On these historical and 
regulatory aspects, however, the material is 
confined to a limited number of pages. 

Following a brief historical introduction, 
the work is divided into four parts: the de- 
mands for transportation in economic so- 
ciety; the building of the nation’s transporta- 
tion facilities; the functioning of transporta- 
tion facilities; and the economic regulation 
of transportation by government. 

The materials in parts two and four may 
be found in almost any general textbook on 
the subject. The principal contributions are 
in sections one and three which endeavor to 
analyze and interpret the underlying causes 
of economic phenomena appearing in this 
particular field. While this economic analysis 
should command the respect of the critical 
student, the author has been somewhat nig- 
gardly in documenting his material. Because 
too frequently reference is made to legisla- 
tion and court cases rather than to sources 
from which economic principles may be de- 
rived, the reader is placed upon his own re- 


sources to compile a complete bibliography. 

Part one clearly outlines the underlying 
needs for the services rendered by highway 
carriers, the railroads, waterways, and air 
travel. The demands arising from this branch 
of human activity are more clearly inter- 
preted through the division of this part into 
one chapter on the transportation of things 
and another on the transportation of people. 
Part three represents a functional approach 
to the economic problems of transportation. 
Four of the eight chapters of this section are 
devoted to costs and prices. Pricing is un- 
doubtedly one of the principal functions to 
be presented in an economic treatise and 
should be regarded no less significant than 
management, finance, and labor. It is here, 
according to the opinion of the reviewer, that 
the author has found a unique presentation 
which enables him to achieve his purpose of 
creating a dynamic approach to this subject. 

E. G. RasMussEN 
/anderbilt University 


Distrisution Costs, by J. Brooks Heckert. 
New York: The Ronald Press Company, 
1940. Pp. xvii, 420. $5.00. 


The past few years have seen an increasing 
emphasis on the costs of distribution. Recent 
price legislation together with marketing cost 
studies and census reports have shown the 
need for more information and more careful 
control of marketing costs. Therefore, the 
first book on cost accounting in this field is 
a hopeful sign. 

The purpose of the book is “to aid ac- 
countants and marketing executives in the 
difficult task of the analysis, direction, and 
control of marketing effort.” The two main 
parts of the book deal with the analysis of 
distribution costs (pp. 11-207) and the con- 
trol of these costs (pp. 208-386). Chapters 2 
through Io, discuss the Problems of Distribu- 
tion Cost Analysis; Methods of Distribution 
Cost Analysis; Analysis by Territories, Com- 
modities, Channels of Distribution and 


Methods of Sale, Customers, Size of Orders, 
Organization and Operating Divisions, Sales- 
men, Method of Delivery, Size or Number of 
Physical Units, and by Terms of Sale. 
Chapters 11 through 22 discuss Distribu- 
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tion Cost Standards and Control; the control 
of Direct Selling Expense, of Advertising and 
Sales Promotional Expense, Transportation 
Expense, Warehousing and Handling Ex- 
pense, Credit and Collection Expense, and 
Financial and General Distribution Expense; 
the Distribution Cost Budget; Accounting 
for Distribution Costs; Distribution Cost 
Reports; and Government Regulation and 
Distribution Costs. Appendices A-D (pp. 
387-416) are titled Total Cost of Distribu- 
tion in the United States, Distribution Cost 
Accounting for Wholesaling, Anti-Discrimi- 
nation Acts, and Selected Cases under the 
Robinson-Patman Act. 

This book is well written and well or- 
ganized. The many complete and helpful il- 
lustrations show that the author has had 
wide experience in the field and is qualified 
to write on the subject. In a number of in- 
stances, he has shown an appreciation of the 
problems of the marketing man as well as 
those of the accountant. He does not lay 
down hard and fast rules but sets up general 
principles which are helpful in locating dis- 
tribution costs and spotting weaknesses. The 
limitations of cost accounting and the diffi- 
culty of setting standards for distribution ac- 
tivities are stated. However, the estimate 
ventured by the author that from 80 per cent 
to go per cent of the distribution cost can 
be measured by standards (p. 216) appears 
high. Reference is made to the importance 
of market analysis and research as aids in 
lowering distribution costs. 

The chapters dealing with the control of 
distribution costs are not generally as com- 
plete as are those dealing with the analysis 
of distribution costs. The Control of Direct 
Selling Expense and the Control of Advertis- 
ing and Sales Promotional Expense are ex- 
amples. There are no problems for students 
to work, doubtless because the book is writ- 
ten “‘to aid accountants and marketing 
executives.” Only a few references are 
given. 

Probably a separate and more complete 
treatment of the problem presented by prod- 
ucts that do not carry their proper share of 
overhead would have been helpful. Students 
of Marketing will feel the author should have 


been even more emphatic in bringing home 
to executives the need to know when to dis- 
continue lines that are unprofitable because 
of high distribution costs as well as because 
of high production costs. 

This first book on cost accounting in dis- 
tribution is a valuable contribution in a field 
where more information and more studies are 
urgently needed. The book is recommended 
to accountants, to marketing executives, and 
to teachers of marketing who will find it most 
valuable for its many illustrations and its 
statement of principles. 

James R. Hawkinson 
Northwestern University, 
School of Commerce 


AnTI-CuHaIn-StoreE Tax LEGISLATION, by 
Maurice W. Lee. Chicago: University of 
Chicago Press, 1939. Pp. ii, 80. $1.00. 
Professor Lee has performed a valuable 

service in his preparation of this monograph 

on the history and the current status of state 
chain store legislation down to the end of 

1938. Chapters IV and V present an analy- 

sis of the regulatory effects and of the in- 

cidence of chain store taxation respectively. 

The closing chapter presents the author’s 

appraisal of the government’s attitude to- 

wards chain stores. 

The conclusions are noteworthy for their 
clarity as well as for their forthrightness. He 
strongly recommends that “All chain store 
taxing statutes of whatever type be repealed 
at the earliest possible moment.” In arriving 
at this conclusion he gives several reasons, 
ably supported, such as: the needlessness for 
such legislation; the futility of attempting to 
accomplish the stated purposes by means of 
such legislation; a complete lack of reason- 
able relation between such legislation and its 
stated purposes; the threat of such legislation 
against the public interest. 

The real purpose of chain store taxation, 
as shown in this monograph, is to promote 
the interests of the wholesaler-independent 
retailer channels of distribution as against 
chains that do not use the services of whole- 
salers. If this purpose is achieved it will go 
far towards securing the inefficient against 
competition and at the cost of the consuming 
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public. Some part of the burden of these 
taxes is likely to be shifted to consumers and 
some part of it to producers. Neither of these 
results is desirable from the standpoint of 
general welfare. 

The weakness of this monograph from the 
standpoint of the present reader is its omis- 
sion, on the one hand, of any account of the 
attempts to pass anti-chain municipal ordi- 
nances and, on the other, of the efforts made 
by certain well organized wholesale and re- 
tail trades under the leadership of Congress- 
man Wright Patman of Texas to put through 
a federal anti-chain taxation law of such force 
as to kill off many of the larger chains en- 
gaged in interstate trade. 

Most of the effort to pass a federal law 
against the chains has come since this mono- 
graph was written. A 1evision, if brought up 
to date, would naturally devote considerable 
space to the exhaustive arguments presented 
at the extended and comprehensive hearings 
before a Sub-Committee of the Committee on 
Ways and Means of the House of Represen- 
tatives during the spring months of 1940. 

While this Committee finally decided 
against the Patman proposal, recent an- 
nouncements indicate that the doughty Mr. 
Patman backed by his various wholesaler 
and retailer organizations is by no means 
discouraged. They are now preparing new 
bills containing new devices to curb chain 
store competition which will be presented at 
coming sessions of Congress. 

Obviously, so long as these efforts con- 
tinue, the subject of anti-chain store taxation 
must continue to be of live interest to stu- 
dents of economics and marketing as well as 
to practical business men. The Lee mono- 
graph will continue to serve as a useful out- 
line of the development of chain store taxa- 
tion and a reference guide to the details of 
legislation and court decisions up to 1938. It 
should help to put an end to this apparently 
perennial nuisance of the wholesaler-inde- 
pendent retailers attempting to secure legis- 
lation to suppress competitors. 

Professor Lee mentions but does not pur- 
sue the relation of chain store taxation to 
other forms of public regulation such as in- 
stituted under the Robinson-Patman Act, 


the Fair Trade Laws and the Unfair Practice 
Acts. It is to be hoped that he may continue 
his careful studies in these related fields 
and similarly show their real purposes and 
effects on all concerned. 
Pau. H. Nystrom 
Columbia University 


THE Economics oF TRANSPORTATION, by D. 
Philip Locklin. Chicago: Business Publica- 
tions, Inc., 1938, rev. ed. Pp. x, 863. $4.00. 
This volume is the revised edition of one 

of the best known standard works in the 
field of transportation. The principal changes 
consist in the addition of two short chapters, 
one on Pipe Lines (13 pages) and one on 
Transport Coordination (11 pages) and the 
expansion of several others. The latter 
changes are chiefly by way of bringing the 
book down to date through the incorporation 
of the various regulatory and other changes 
resulting from legislation enacted since the 
completion of the previous edition. Thus the 
additions to the chapters on air transporta- 
tion, regulation of highway transportation, 
and regulation of water transportation deal 
chiefly with the Motor Carrier Act, 1935, the 
Merchant Marine Act of 1936, and the Civil 
Aeronautics Act of 1938. The revisions in 
these three chapters add on 32 pages to the 
volume as compared with the previous edi- 
tion. Revisions of the chapters dealing with 
railways add only some 18 pages. There has 
also been some slight rearrangement of ma- 
terial as compared with the first edition. 

The new edition also reflects the influence 
of recent developments of monopoly theory. 
In his earlier edition Professor Locklin dis- 
cussed the effect of freight rate increases on 
commodities produced under conditions of 
monopoly and competition in a chapter on 
the relation of freight rates to prices. The 
second edition further develops this aspect 
of the subject by presenting the effect of rate 
changes on commodities produced under 
duopoly, oligopoly, and monopolistic com- 
petition. 

The second edition, as well as the first, 
however, still fails to justify completely its 
title. Despite the dependence of air trans- 
portation and bus companies upon passenger 
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business, the passenger aspect of transporta- 
tion is almost entirely ignored. In fact, the 
word “passenger” does not even appear in 
the index to the second edition. Were it not 
for occasional scattered references, one might 
be justified in assuming that no passengers 
were carried by the country’s transportation 
agencies. A title more suitable to this exclu- 
sion from the discussion of passenger trans- 
port would seem to be appropriate. 

W. H. S. Stevens 

GeorceE M. SaHAROv 

Washington, D. C. 


SELLING Is a Game, by Jack McCord. New 
York: Prentice-Hall, 1939. Pp. x, 155. 
$2.00. 


According to the author’s own statement 
this new book “‘is not a textbook on selling, 
nor does it deal with psychology, inhibitions, 
complexes or vague theories.” It is another 
inspirational type of book in a new uniform. 
Many sales managers feel that the ‘““You-can- 
do-it”’ approach is distinctly less helpful than 
the “‘How-to-do-it” method in dealing with 
the salesman’s problems. Nevertheless the 
book is original in style and interesting to 
read, if taken in small doses. 

The author has combined selling and offi- 
ciating in Big Ten athletics for more than 
twenty years. He shrewdly capitalizes on the 
almost universal interest of salesmen in 
sports by sugar-coating each moral or pre- 
cept with an interesting yarn about some 
famous athlete. Thus Walter Hagen and 
the late Knute Rockne are cited as examples 
of sportsmen who did not use alibis to excuse 
failure. Charley Paddock, “the world’s 
fastest human,” furnishes the illustrative 
material for the section entitled “It’s the 
Finish That Counts.” 

A book of this type should prove to be a 
godsend to the harassed sales manager who 
has to conduct so many sales meetings that 
he runs out of suitable stories with the proper 
moral to fit the occasion. It can be used much 
like the old fashioned prayer book with its 
sections on “prayers during a severe thunder- 
storm,” and “prayers during a period of 
great mental anguish.” Since it is often dif- 
ficult to get many salesmen to read anything 


which the boss gives them, the author is to be 
congratulated in dishing up old maxims in a 
new and appetizing form. 

Pleasing make-up and typography en- 
hance the appeal of the text. However, if the 
book were designed to fit the salesman’s 
pocket, it might give him the much needed 
lift while he is warming the bench awaiting 
the conflict with the undefeated purchasing 
agent. 

H. A. Frey 
University of Toledo 


Recent Price Conrrot Laws, by S. 
Chesterfield Oppenheim. St. Paul: West 
Pubiishing Co., 1939. Pp. 184. $1.50. 
This volume deals principally with the 

laws aimed at price regulation which found 
their way into the statute books during the 
decade of the 1930’s. Professor Oppenheim 
is a renowned student of the law of trade 
regulation; consequently, the book is highly 
legalistic. In fact, the author presents it as a 
supplement to his own Cases on Trade Regu- 
lation (1936). It is a book which most stu- 
dents of business, less trained in the ways of 
legal thinking, must perforce read with con- 
siderable labor. 

The book is divided into four distinct 
parts, each dealing with a separate type of 
price control law. The first is devoted to the 
subject of resale price maintenance. The 
author gives full recognition to the many 
works which have been published on the 
history and philosophy of this type of price 
control, and does not concern himself with 
anything more than a thumbnail sketch of 
the development prior to the enactment of 
the California Fair Trade Act in 1931. 

The complete texts of the California Fair 
Trade Act, which the author refers to as the 
“old type”; of the Model Fair Trade Statute 
of the National Association of Retail Drug- 
gists, designated as the “‘new type’; and of 
the Miller-Tydings Act, are included in Part 
I. For those who would have a bird’s-eye 
view of the state fair trade laws a table is 
presented, showing the states with such laws, 
the dates of enactment, the citations, and 
types of laws (“old”’ or “new’’) which the 
various states have enacted. Individual 
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variations from the model acts which are con- 
tained in the several state laws are shown in 
copious footnotes. The major portion of Part 
I is devoted to a presentation of the court 
opinions in the principal cases involving the 
constitutionality and interpretation of these 
state laws. 

Part II takes up the statutes prohibiting 
sales below cost, popularly known as the 
“Unfair Practices Acts.”” Inasmuch as the 
recent surge to this type of legislation also 
dates from the enactment of the California 
law in 1933, at the time it amended its Fair 
Trade Act to include the notorious “third 
party clause,” the complete text of the Cali- 
fornia Unfair Practices Act is given. A very 
thorough summary of the various state laws, 
setting forth such items as coverage, pro- 
hibitions, exceptions, penalties, and so on, is 
also presented. As in the preceding section, 
Part II contains the court opinions in the 
most prominent cases involving the validity 
of these laws. 

Parts III and IV really deal with two 
facets of the same problem—price discrimi- 
nation. Part III, however, is devoted to the 
examination of state anti-discrimination 
laws. This is a brief section and the major 
part of it is a summary of the state laws 
covering price discrimination. These laws 
date from 1907 to 1937, and it must be said 
that there is not always a clear line of dif- 
ferentiation between these and the statutes 
dealt with in Part II. 

Part IV is an attempt to cast some light 
into that “dark night” of price law—as Ed- 
win B. George has called it—the Robinson- 
Patman Act. A brief statement of the circum- 
stances leading up to the enactment of this 
law is followed by a complete statement of 
the text of the law. This part of the study is 
subdivided into two sections. Section I deals 
with price discrimination under paragraph 
2(a) of the Robinson-Patman Act, pointing 
to the accounting problems raised by the Act, 
outlining the status of quantity discounts, 
and discussing the selection and classification 
of customers and functional discounts under 
the Act. Section 2 takes up the matter of 
brokerage payments under paragraph 2(c) 
of the Robinson-Patman Act. In this section 


is an exhaustive analysis of the famous A. & 
P. case. 

It was pointed out in the opening para- 
graph of this review that Professor Oppen- 
heim has obviously designed this book for the 
legal student. Because the book is essentially 
a case book, the author has made few running 
comments or interpretive notes in conjunc- 
tion with the cases presented. For the lay 
reader such notes would have added con- 
siderable value. 

Cuartes M. Wu!tto 
Central YMCA College 


Tue Mopern Rattway, by Julius H. Parme- 
lee. New York: Longmans, Green and 
Company, 1940. Pp. xiv, 730. $4.00. 
There are few men who can write of the 

modern railroad with such authority as the 

Director of the Bureau of Railway Eco- 

nomics of the Association of American Rail- 

ways. Occupying this position since 1920, 

Dr. J. H. Parmelee has supervised the prep- 

aration of many of the statistical studies 

which are the bases of this economic study. 

The volume is divided into thirty-seven 
chapters, which may be grouped for con- 
venience into three parts. The first section, 
289 pages, is a statistical description of rail- 
way facilities and finances. The second part, 
198 pages, consists of a brief description of 
many topics associated with valuation, rates, 
regulation and railway labor. The final por- 
tion, 218 pages, deals with the competition 
between the agencies of transportation, cur- 
rent problems of transport regulation, co- 
ordination, and government ownership. Each 
chapter has a brief summary and an ade- 
quate table of references. 

Much of the volume is an explanatory 
handbook of background material of statisti- 
cal nature. Most of this material is limited to 
portions of the last two decades, and the year 
1937 is chosen as a basis for discussion. There 
is an almost complete absence of historical 
analysis of the development of railroad or- 
ganizations, of the competition between 
them, and of the formation of rate, traffic 
and financial customs. It would also be de- 
sirable for the book to include an analysis of 
the significance of the private carrier by 
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highway and waterway as distinct from the 
common carrier. The author may consider 
these outside the scope of this survey of the 
modern railroad. 

In a short section on railroad finances the 
author appears to approve of present re- 
organization procedures and results. He 
favors the general establishment of sinking 
funds when earnings recover sufficiently and 
thinks that deferred maintenance can be 
overcome by about a ten per cent increase in 
current maintenance, together with a mod- 
erate program of replacement. 

The author’s general conclusion is that the 
railroad industry should remain in private 
hands and that unification should not be in 
the direction of one great consolidated sys- 
tem. One of the most important reasons for 
this belief is the serious difficulty of ad- 
ministering such a unit. On the other hand, 
mergers of railways, and of different trans- 
port agencies should be encouraged when in 
the public interest. It is equally as important 
to bring about coordination through the 
unification of regulating agencies. It is not 
so much an extension or contraction of regu- 
lation which is needed as a coordination of it. 
The author believes that the economic ad- 
vantages of the railway will then perma- 
nently retain for it the wholesale and the 
long distance retail carriage of freight. It 
will also remain dominant as a mass carrier 
of passenger traffic over long distances and 
in congested areas. The need for market 
analysis of the demand for the various trans- 
portation services, which will lead to an 
appraisement of facilities, consolidations, 
and financial requirements is an important 
suggestion of the author. 

Dr. Parmelee has endeavored to be fair to 
all sides in his treatment of controversial 
issues. He is generally sympathetic with the 
railroads, but avoids partisanship, remaining 
tolerant of other points of view. The volume 
contains a valuable appendix which is a di- 
gest of federal legislation affecting railways 
since the year 1887. 

Rosert J. SCHNEIDER 
Rensselaer Polytechnic Institute 


TESTs OF SIGNIFICANCE—WHAT THEY MEAN 
AND How To Use Tuem, by John H. 


Smith. Chicago: University of Chicago 
Press, 1939. Pp. ix, 90. $1.00. 


This brochure is one of a series of studies 
in business administration prepared at the 
University of Chicago. It is obvious that the 
author intentionally presented his subject in 
a highly condensed manner. This makes the 
reading rather difficult for those engaged in 
market research who are not thoroughly pre- 
pared in the field of statistics or whose skills 
in the use of statistical tools have declined 
through disuse. The material treated could 
well be expanded, and greater clarity could 
be obtained if more examples were given 
illustrating the practical application of the 
statistical formulae to the field of market 
research. 

In the preface, the author uses the term 
“unusualness” which apparently has the 
same meaning as “reliability” and “signifi- 
cance.” This is indicated by the fact that in 
Chapter I the discussion relates to “tests of 
significance” and “‘the evaluation of the re- 
liability of evidence furnished by statistical 
measures.” In Chapter III appears the term 
“measurement of unusualness” which appar- 
ently is the same procedure discussed in 
Chapter I. Perhaps the term “unusualness”’ 
rather than “‘significance”’ will be clearer to 
those who are investigating values not in- 
cluded in the representative data under the 
central part of the normal curve; that is 
within the limits of the sigma of deviation 
or such other limits as may be used. 

The reviewer was unable to find the source 
of Mr. Smith’s term “‘z-test’”’ but this term 
appears to be well chosen as a name for the 
process of testing significance by the use of 
the Table of Areas Under the Normal Curve. 
It is simply a name for the process that is 
familiar to statisticians, as is indicated by the 
statement that “the w-test is used to obtain 
measures of unusualness for sample means 
under the assumption that the universe is 
normal and that the true mean and variance 
are known.” 

The treatise will be of greatest interest to 
those who are teaching statistics at the ad- 
vanced undergraduate or graduate levels, 
and to those who have not forgotten how to 
apply the principles of statistics to concrete 
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situations. The typical market researcher 
who wishes to apply these tests to actual 
data will probably have to do some reviewing 
of his text books in statistics or get some help 
from a statistician. 


H. M. Haas 
Indiana University 


How To Be a Top-Fiicut SALEsMAN, by 
George B. Spencer. New York: D. Apple- 
ton-Century Company, 1940. Pp. 176. 
$1.75. 

Mr. Spencer is a practical salesman and 
has written this volume to help others be- 
come more effective salesmen or saleswomen. 
It is a book of the self-help variety, the chap- 
ters being very short, followed by numerous 
questions which enable the reader to test his 
understanding of the material covered in 
each chapter. The author begins his dis- 
cussion by a chapter on how to read a book, 
discusses the personality factors which are 
essential to good selling, and the steps in the 
selling process. Throughout his presentation 
he cautions his readers to put into practice 
the principles of selling if they expect to 
profit by his book. 

In my opinion, the book would be very 
stimulating and helpful to high school stu- 
dents who desire to enter the field of sales- 
manship or others who have had some sales 
experience but need to be reminded of the 
fundamentals of selling. The scope of the 
book so far as topics are concerned is ade- 
quate but the treatment of each topic is 
somewhat brief so that the book could not 
very well be used as a college text. The tele- 
graphic style of the author, his short staccato 
sentences, step up the tempo of the text ma- 
terial but, I believe, make it more difficult 
to read and comprehend. 

Joun W. Lucas 
University of Omaha 


Tax Systems, edited by the Tax Research 
Foundation. New York: Commerce Clear- 
ing House, Inc., eighth ed., 1940. Pp. xi, 
408. $8.75. 

This is a source book containing a compre- 
hensive and conveniently arranged series of 
charts and tables which give the essential 


details of federal, state, and local taxes in the 
United States and of the tax systems of the 
Canadian provinces and certain foreign 
countries. This tabulation of tax information 
is supported by pertinent banking, legal, and 
fiscal data for the various taxing jurisdictions 
and by a suggested model tax system. 

Issued annually, Tax Systems is intended 
to eventually provide a “library on taxa- 
tion.” The current edition is not yet that 
but is certainly an indispensable reference 
manual for the tax administrator, tax payer, 
and tax student. Marketing teachers and 
business men interested in the removal of 
tax barriers to interstate trade will find it 
invaluable as an up-to-date tool for uncover- 
ing the extent of multiplicity and diversity 
in tax statutes. While the volume is purely 
statistical, referential, and non-interpretive, 
the mass of divergent regulation illustrated 
does offer convincing proof of the existing 
tax chaos and the pressing need for tax uni- 
formity. 

World conditions have reduced the value 
of the sections on foreign countries and the 
need to compress so much material into a 
portable book has compelled the use of a 
type face so small as to affect easy legibility 
adversely. 

The Editor of Tax Systems asks for criti- 
cism and suggestion in a lengthy foreword 
and makes a particular appeal to colleges and 
universities for their collaboration in securing 
tax standardization. The magnitude of the 
task contemplated is staggering but the 
progress made, in the present edition, toward 
reducing existing tax data to manageable 
proportions augurs well for eventual success. 

CLEMENT S. Locspon 
Michigan State College 


How to Make Co.tections, by Dexter 
Tomlin. New York: McGraw-Hill, 1940. 
Pp. vii, 165. $1.75. 

This compact, well-indexed advice for the 
collection manager of a small business and 
the teacher of business correspondence, is 
written for the most part in the vernacular 
of the hard-hitting collection manager. The 
author seeks to present a “‘definite technique 
for making collections easily, pleasantly, and 
completely.” 
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The discussion proceeds deductively from 
the general problem of collection to the par- 
ticular analysis of seventy-nine letters that 
have pulled payments. The balance between 
firmness and diplomacy is nicely treated in 
the handling of well-classified debtors, and 
the importance of “knowing your rights,” 
in a workable outline of the legal aspects of 
collection. While the author feels that 
“granting credit too widely and granting on 
terms that are too liberal are responsible for 
most bad debt losses” and lists “safety 
principles” and advantages of retail install- 
ment accounts, he could not be expected to 
develop the social evils of installment buying 
in this brief manual. 

Frequent reporting of exact high-percent- 
age returns adds particular weight to certain 
exhibited letters. Although collection man- 
agers of large companies with selected- 
customer lists and short collection policies 
may have little use for the spectacular stunt 
letters and letters appealing to fair play, 
pride, and “heartstrings,” evidence by small 
companies suggests that such letters can per- 
suade certain non-business accounts. Finally, 
even though occasional hackneyed phrases, 
unconversational word choice, and lengthy 
sentences slip into some tested letters, their 
inclusion is an honest reflection of everyday 
business usage. 

Sytv1aA EMERY 
Skidmore College 


TRANSPORTATION IN THE UNITED StaTEs, by 
T. W. Van Metre. Chicago: The Founda- 
tion Press, 1939. Pp. viii, 403. $3.75. 

This book is designed for textbook use in 

a general transportation course. The subject 
matter is divided into four major categories: 
The History of American Transportation, 
The Business of Transportation, Shippers 
and Carriers, and Regulation of the Trans- 
portation Business. While the volume deals 
with all forms of domestic commercial trans- 
portation, railroad transportation receives 
the major emphasis and by far the greatest 
amount of space. Some subjects, as account- 
ing, finance, and statistics, are not stressed 
since the author feels they are themselves 
major fields of study in the department of 
economics and commerce. 


From the point of view of the classroom, 
Professor Van Metre’s book has one out- 
standing merit. It is not too long. The aver- 
age transportation text is at least twice as 
long as this 400 page treatment and is often 
overpacked with detail. This shorter book 
enables the instructor to make valuable li- 
brary assignments which are essential to 
broad understanding. Naturally, some 
phases of the subject must be abbreviated 
and criticisms of omission, such as the rail- 
road labor question, consequently result. 
Documentation has also been almost totally 
eliminated although selected readings are 
found at the end of each chapter. 

The treatment of theories of transporta- 
tion rates stresses the practical result of 
current rate theories upon actual rates rather 
than abstract reasoning based on hypotheses. 
Where controversial issues arise the author 
attempts an impartial development but does 
not refrain from expressing his own opinions. 
In the last chapter entitled “Transportation 
Problems” Professor Van Metre is at his 
best. The sick railroad industry, he emphati- 
cally states, is in a chronic condition because 
railroad management has lacked imagination 
and has derided suggestions; the Interstate 
Commerce Commission has not always “‘ex- 
hibited the qualities of economic statesman- 
ship that one might reasonably expect it to 
possess”; the government has been slow to 
act, the shipper selfish, while the general 
public has shown little concern. If no sound 
solution can be found for our transportation 
problem, the author feels that government 
ownership and operation will be necessary 
as we cannot do without the railroad. 

James W. Livincoop 
University of Chattanooga 


B.—DIcEsts oF ARTICLES IN OTHER 
JouRNALS AND 
PAMPHLET MATERIALS 
By Reavis Cox, University 
of Pennsylvania 
ARTICLES 


“Motives” As A Toot or Market Re- 


SEARCH, by Douglas McGregor. From the 
Harvard Business Review, Autumn, 1949, 


pp. 42-51. 
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The practice of market research is far in 
advance of the theories of consumer motiva- 
tion current among writers of books on ad- 
vertising and marketing. Nevertheless the 
persistence of long outmoded motivation 
theories has served to check certain types of 
research which have great practical impor- 
tance. 

For purposes of predicting and controlling 
human behavior, the older theories of moti- 
vation have two major weaknesses: 

(1) They do not permit accuracy in pre- 
dicting behavior unless the list of ‘“‘motives”’ 
is made very long. “Motives” are merely 
logical abstractions or terms of classification 
which emphasize common aspects of be- 
havior patterns and ignore differences which 
may be highly important. The shorter the 
list of motives, the less becomes the accuracy 
of prediction because of the increase in the 
number and importance of the differences 
ignored. 

(2) They fail to recognize that motives are 
not forces or things. Causal significance is 
given to mere names by which observed and 
abstracted similarities among different be- 
haviors are classified and denominated. 

A more effective procedure makes use of 
a type of analysis which can be summarized 
in a simple formula: 


R=f(S,D). 


That is, any given reaction (R) is a function 
of a complex pattern of relationships making 
up the environmental situation (S) and the 
individual (1) as they exist at the moment of 
reaction. In such analysis there is no neces- 
sity for the concept of motives as forces 
which drive the individual to behave in par- 
ticular ways. 

Students of advertising and marketing 
have in practice operated to some extent at 
the level of this formula. They think, how- 
ever, in terms of the traditional theory of 
motivations. As a result there is confusion 
and misunderstanding. 

The newer approach to behavior problems 
makes it possible to work with such things as 
opinions, beliefs, biases, prejudices and con- 
victions, which have frightened away market 
research workers because they are “sub- 
jective.” Attempts to find forces which lead 


people to do things run into difficulty be- 
cause the reasons given by consumers appear 
inconsequential, or do not fit into the as- 
sumed motivational forces, or are inconsist- 
ent. When the formula above is taken as a 
frame of reference, however, the problem of 
“why” (i.e., of forces and causes) becomes a 
problem of “‘what differences” (i.¢., of com- 
parison and correlation) and reveals itself as 
susceptible to investigation. 

Acceptance of the point of view here pre- 
sented should enlarge the scope of market 
research, encourage the use of further im- 
provement in techniques for the measure- 
ment of attitudes and opinions, and in the 
long run increase the accuracy of the pre- 
dictions upon which the advertiser bases his 
campaigns. 


How To Measure THE VALUE OF YOUR 
Trapinc ArgeA, by William Applebaum. 
From Super Market Merchandising, Oc- 
tober, 1940, pp. 39 ff. 


Although Mr. Applebaum directs his dis- 
cussion to operators of supermarkets, he 
presents a relatively inexpensive method 
which can be used by many other types of 
retailers to determine the areas from which 
they draw customers. His method is to in- 
stall interviewers at the check-out stands and 
have them ask a few simple questions of 
customers as they come out. From answers 
to these questions he can work up maps 
showing the homes of his customers which, 
when combined with other data he describes, 
will help show him such things as the effec” 
tiveness of his promotion in different dis- 
tricts, the effects of competition on his sales, 
the places where he can and cannot set up 
new units with good results, the directions 
in which he should push his advertising, and 
the media he can use most effectively. 


Recent TrenNps IN CHAIN Store Tax 
LecisLaTion, by Maurice W. Lee. From 
the Yournal of Business of the University 
of Chicago, July, 1940, pp. 253-274. 

The recent trends (Jan. 1, 1938 to May 1, 
1940) in chain-store tax legislation are such 
as to provide the corporate chains with a 
more favorable outlook than at any time 
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since the tax movement became established. 

This period saw two new laws and three 
amendments passed in the various States. 
As against this, the courts invalidated three 
laws and one (Wisconsin) was permitted to 
expire without replacement. 

The courts have given the chains encour- 
agement in invalidating the laws of Ken- 
tucky, Pennsylvania and Minnesota. How- 
ever, the United States Supreme Court, in 
returning the Minnesota case to the State 
court for clarification of the question whether 
its decision was based on the State or the 
Federal Constitution, raised some question 
as to whether the opinion of its present mem- 
bership is not such that it will reverse earlier 
opinions holding the gross-sales type of tax 
invalid. 

A series of courts decisions has cast some 
doubt on the status of voluntary and co- 
operative chains under the laws. The issue 
has not been settled, but the situation is dis- 
turbing to these organizations. 

Municipal chain-store taxes have con- 
tinued to spread. The Georgia Supreme 
Court has outlawed three municipal taxes 
based upon the Louisiana model of counting 
stores wherever located; but the legal status 
of municipal chain-store taxes in general is 
by no means settled. 

An important change in the situation has 
been the recent development by the chains 
of machinery to present their case to legis- 
lators and the public. They were particularly 
effective in this regard during the hearings on 
the Patman Bill. Significant also has been a 
change in the techniques used in approaching 
judicial hearings, where emphasis is being 
diverted from legalistic to economic con- 
siderations. This has the effect of whittling 
at the various State enactments and may in 
time lead to a reopening of the whole ques- 
tion of constitutionality, if the courts can be 
persuaded that classifications formerly 
adopted are unsound. 

The possibility of support from voluntary 
and cooperative chains in fighting chain-tax 
1aws is also important. 


Towarp A Concept oF WorRKABLE Com- 
PETITION, by J. M. Clark. From the 4mer- 


ican Economic Review, June, 1940, pp. 
241-256. 


Those who have struggled with the con- 
cepts of “monopolistic competition” which 
have been so widely discussed of late years 
by economic theorists, will find this article 
well worth reading. Professor Clark ques- 
tions the use of a “perfect competition” 
which “‘does not and cannot exist and pre- 
sumably never has existed” as a standard by 
which to judge actual competitive conditions 
and their consequences. He concerns himself 
with some of the things which must be con- 
sidered in setting up a concept of “workable 
competition” which “affords reliable guid- 
ance to the factors which are favorable to the 
closest available working approximation to 
that ideal, under actual conditions.” 

“It would be a truism,” he says, “to say 
that the most effective forms of competition 
we have, or can have, are imperfect forms, 
since there are no others. But it will mean 
something if we can find, after due examina- 
tion, that some of these forms do their job 
well enough to be an adequate working re- 
liance—more serviceable, on the whole, than 
those substitutes which involve abandoning 
reliance on competition. And it will be useful 
if we can learn something about the kinds 
and degrees of ‘imperfection’ which are posi- 
tively serviceable under particular condi- 
tions.” 


How Expenses AND Prorits VARY WITH 
Reta, Crepit Pouicies, by Walter L. 
Mitchell. From Dun’s Review, November, 
1940, pp. 26 ff. 


Operating statements for 1939 obtained 
from 13,000 retailers, when analyzed, lead to 
the following conclusions concerning those 
trades in which the retailer has a true choice 
between selling for cash and selling for credit: 
(1) The extension of credit is apparently an 
influence in increasing sales volume, since the 
sales of credit stores almost invariably aver- 
age more per store than do the sales of cash 
stores in the same trade. (2) Credit selling 
usually entails a larger operating expense 
than a cash policy; but the consumer’s 
willingness to bear the greater part of this 
extra cost is indicated by the wider gross 
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margin of the credit store. (3) Even though 
the typical credit store in most trades earns 
a lower profit on sales than the typical cash 
store, the dollar return to the owner is gen- 
erally larger because his sales volume is 
greater. 


Factors To Be ConsiIpERED IN MEASURING 
INTERCITY AND INTERREGIONAL DIFFER- 
ENCES IN Livinc Costs, by Faith M. 
Williams. From the Yournal of the Ameri- 
can Statistical Association, September, 
1940, pp. 471-482. 

The essential problem in measuring inter- 
city or interregional living costs is to deter- 
mine the income which would provide equiv- 
alent well-being in different situations. 
Measurements based upon comparisons of 
the cost of identical goods are not altogether 
satisfactory for the purposes of these figures. 
It is necessary to work for more satisfactory 
approximations, possibly by preparing com- 
parable but not identical quantity budgets 
which will provide equivalent well-being in 
the cities to be compared and which will 
take into account differences in climate, in 
local products, and in consumption habits. 


A Measure oF Purcuasinc Power INFLa- 
TION AND Dervation, by Murray Shields. 
From the Yournal of the American Statisti- 
cal Association, September, 1940, pp. 461- 
470. 

From an analysis of appropriate statistical 
series Mr. Shields concludes that: (1) The 
American economy has been far more de- 
pendent than is desirable on large-scale in- 
flation of purchasing power. (2) The stimu- 
lating effects of a federal deficit can be and 
probably have been over-emphasized, the 
chief force making for inflation of purchasing 
power in recent years having been gold im- 
ports. (3) A prolonged and active war in 
Europe may well involve an injection of new 
purchasing power into the economy of the 
United States so large that, for a time at 
least, business could scarcely fail to be stimu- 
lated. (4) With respect to the longer future 
there is less cause for optimism, for appar- 
ently our economy is so constricted by in- 
ternal deflationary policies that it cannot 


rise except when one of the most powerful 
economic stimulants we know is being ap- 
plied in potentially dangerous doses. 


Federal Purchasing 


A description of the organization of pur- 
chasing by the Federal Government is given 
by Edwin B. George, writing in Dun’s Re- 
view for August, 1940, pp. 8-28, under the 
title “Uncle Sam Goes to Market.” His in- 
formation is designed particularly for those 
who want to do business with the govern- 
ment in the present emergency but will be 
useful to students of government purchasing 
in general. 


Time-and-Motion Study in Retailing 


An interesting application of the time- 
and-motion study to the work of registered 
pharmacists in retail drug stores is presented 
in the July, 1940, issue of the Journal of the 
American Pharmaceutical Association, Prac- 
tical Pharmacy Edition under the title “Time 
and Duty Analysis of the Retail Pharma- 
cist.” The study was made by H. C. Nolen, 
C. M. Brown and Jack . ..german and is 
based upon stop-watch studies of the work 
of pharmacists employed in 31 stores in 
central Ohio. The authors compute the aver- 
age time given to selling each of 14 categories 
of goods and to nine types of non-selling 
activity, the average total sales of each cate- 
gory, the average individual sale of each 
category, the average number of sales at- 
tempted and made for each category, and the 
average sales per minute of selling effort for 
each category. 


The Rise of the Super-Market 


A popularized description of the rise of the 
super-market and the problems it has created 
will be found in “The Rise of the Super- 
Market and Some Marketing Conse- 
quences,” by Reinhold P. Wolff, Dun’s Re- 
view, September, 1940, pp. 8 ff. Much of the 
discussion considers ideas already widely 
discussed among professional students of 
marketing and draws materials from well- 
known sources. The most useful new data 
are in a long table showing price variations 
in “a large southern city” of 68 nationally 
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advertised products in 20 stores, including 
chain and independent super-markets, other 
types of chain stores, and small and large 
independents of various types. 


Consumers and Their Ways 


In “Food Expenditures of Wage Earners 
and Clerical Workers,” the Monthly Labor 
Review (August, 1940, pp. 250-266) con- 
tinues its series of articles based on family 
data for 1934-1936. The article is of interest 
as another part of the large study to which 
it belongs and for the additional light it 
throws upon variations in consumption by 
income levels, but has some individual points 
of interest to marketing research men. 

Thus it was found that, while most of the 
families studied do not budget all their ex- 
penditures in advance, most of them do 
budget their food expenditures. Further- 
more, the sum spent each week does not re- 
flect the seasonal variations in cost but re- 
mains remarkably constant from one season 
to the next. 

Another fact brought out is the persistence 
of food-consumption habits in particular 
groups of the population, sometimes for 
generations after they have migrated. Thus 
southern food-consumption habits persist 
among Negroes who have been in New York 
for more than a generation. Similarly, food 
habits of various European countries persist 
and make for striking differences among 
cities in this country. Heritages from colonial 
days persist in some areas, notable examples 
being New Orleans and Birmingham. In this 
characteristic food differs greatly from other 
products, such as clothing. 

Students of demand curves and their be- 
havior during boom and depression will do 
well to consult ‘““A Note on Cyclical Changes 
in Demand Elasticity,” by John D. Sumner 
in the American Economic Review, June, 
1940, pp. 300-308. Mr. Sumner brings to- 
gether a number of scattered comments on 
Harrod’s “law of diminishing elasticity of 
demand,” which holds that in areas of mo- 
nopolistic competition demand is less elastic 
in good times than in bad. He writes that it 
is impossible to reach a final conclusion from 
a consideration of the discussion evoked by 


Harrod’s doctrine as to whether it is true 
or false. 


Business Indexes 


Business men and others who use index 
numbers of business activity but who know 
little about how indexes are put together, 
will find a useful discussion in ““Weekly In- 
dex Numbers—Measuring Business Activ- 
ity,” by Guenther Baumgart, in the Yournal 
of Business of the University of Chicago, July, 
1940, pp. 234-252. He gives a non-technical 
description of the ways of constructing in- 
dexes and the uses made of them. 


Inventory Policies 


A discussion of the motives which may in- 
duce an enterprise to produce for stock or 
to retain goods already completed is to be 
found in the August issue of The Fournal of 
Political Economy (pp. 465-485) and will be 
of interest to theoretical economists among 
the students of marketing. Written on a 
level of high abstraction by E. H. Shaw, it 
appears under the title “Elements of a 
Theory of Inventory.” 


Fruit and Vegetable Markets 


The series of articles and monographs on 
the Chicago fruit and vegetable market by 
E. A. Duddy and D. A. Revzan, which began 
in the July, 1939, issue of the Yournal of 
Business of the University of Chicago, is con- 
cluded in the issue for July, 1940. The last 
installment is an 86-page supplement to the 
July issue which carries the title “The Use 
of Transportation Facilities in the Chicago 
Fruit and Vegetable Market.” 


International Trade 


The September, 1940, issue of The Annals 
of the American Academy of Political and 
Social Science, carries the general title, “Our 
Foreign Commerce in Peace and War.” 
Edited by Roland L. Kramer, it offers 25 
articles on various current problems in the 
foreign trade of the United States. The 
articles are presented in four groups con- 
cerned with the bases of this country’s for- 
eign trade, reciprocal trade agreements, bel- 
ligerency and the foreign trade of the United 
States, and trade with Latin America. 
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PAMPHLETS 


Tue Bureau or Lasor Statistics’ New 
InpEx oF Cost oF Livinc. Washington, 
Bureau of Labor Statistics, 1940, 38 pp. 
(Reprint from Monthly Labor Review for 
August, 1940.) 


The Bureau of Labor Statistics has pub- 
lished since 1919 an index of the cost of goods 
purchased by wage-earners and _ lower- 
salaried workers in large cities. From time to 
time the index has been revised to allow for 
changes in consumption habits. The most 
recent and most thoroughgoing of these re- 
visions, which was based on one part of the 
government study of consumer purchases for 
1934-1936, is described in the present bulle- 
tin. It gives a condensed description of the 
construction of the new index, presents the 
index for the country as a whole and for in- 
dividual cities computed on the new basis 
for the period from 1913 to 1940, and com- 
pares the old and new indexes. A more de- 
tailed description of the new index is prom- 
ised in a bulletin being prepared for pub- 
lication. 


THe VotuMe or ConsuMER INSTALMENT 
CrepDiT, 1929-1938, by Duncan McC. 
Holthausen and others. Bulletin 79 of the 
National Bureau of Economic Research, 
Sept. I, 1940, 12 pp. 

This bulletin summarizes a larger mono- 
graph on the same subject. It estimates that 
the total consumer instalment credit out- 
standing during the period 1929-1938 ranged 
from a low of $1,511,200,000 in 1933 to a 
high of $3,719,800,000 in 1937. The 1937 
figure compares with an indebtedness of ap- 
proximately $3,000,000,000 in 1929. The an- 
nual figures are averages of monthly data 
and include instalment loans arising out of 
retail transactions, whether financed by the 
retailers themselves or by other agencies, and 
cash loan debts repayable in instalments. 

An interesting conclusion of the bulletin 
is that the addition to the total income of 
consumers from instalment borrowing is only 
about 2 per cent in years of business advance, 
and the corresponding drain on income from 
net repayments in years of business contrac- 


tion is about the same figure. When borrow- 
ers alone are considered, the net additions 
and subtractions to income in good and bad 
business years average about g per cent. 


StaTE IncomMeE PayMENTsS ESTIMATES AND 
SaLes Contro1, by John L. Martin. From 
Domestic Commerce, Oct. 17, 1940. 


Mr. Martin describes a method by which 
the estimates of income payments to individ- 
uals in different States recently worked out 
by the Bureau of Foreign and Domestic 
Commerce can be used to evaluate the sales 
prospects of specific articles. The income 
estimates to which he refers are reported for 
the years 1929-1939 in Survey of Current 
Business, October, 1940. 


Twe.rtH Boston ConFERENCE ON DistRI- 
BUTION. Boston, Retail Trade Board of the 
Boston Chamber of Commerce, 1940, 
103 pp. $3-75- 

Marketing men need no introduction to 
this widely used serial. The current issue 
presents the talks given by more than 30 
speakers last October. As in the past, the 
specific topics discussed cover a wide range 
but are, for the most part, centered upon a 
few problem areas. This year most of the 
speakers considered some aspect of the war 
crisis as it affects marketing, including sev- 
eral discussions of the opportunities created 
for this country as a center of fashion by the 
fall of France. Marketing men will find much 
to interest and inform them in these pages. 


THE SECOND AMERICAN RETAIL FEDERATION 
Forum. Washington, American Retail 
Federation, 1940, 228 pp. 


Twenty -five papers presented at the Fed- 
eration’s meeting in Chicago last May are 
here published. The papers cover a wide 
range of topics, most of them concerned with 
the impact of war, social legislation, un- 
employment, the organization of labor, shifts 
in population and other sweeping social 
forces upon retailing. They also extend 
through a wide range of quality. Retailers 
and students of retailing will find a consider- 
able body of worthwhile material scattered 
through them. 
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PLANNING THE PacKAGE; PITFALLS IN Pack- 
AGE Propuction: New Procress_ IN 
PACKING AND SHIPPING TECHNIQUES. 
New York, American Management Asso- 
ciation, 1940. 

These three bulletins present 19 papers 
read at the packaging conference of the 
American Management Association last 
March. The papers cover a wide range of 
subject matter and will be of interest to 
different groups of readers, although all of 
them are worth perusal by general students 
of marketing. The first bulletin contains 
papers concerned primarily with what may 
be called the promotional and public rela- 
tions aspects of packaging—design, color, 
labeling and legal problems. In the second 
bulletin, technical problems of filling, closing, 
wrapping, labeling and cartoning are dis- 
cussed. Papers in the third bulletin are di- 
rected primarily toward problems which 
arise in the shipping room. 


Strate LEGISLATION 1938-1939: A Lecis- 
LATIVE Review. Washington, American 
Retail Federation, 1940, 44 pp. 

This pamphlet describes legislation (pro- 
posed and enacted) affecting retailers in the 
general areas of retail taxation, trade regula- 
tion, labor and unemployment compensa- 
tion. It summarizes the present status of the 
various States as regards the more important 
types of law in each category and describes 
the course of legislation and court inter- 
pretation during the two years. 


Supp_y Responses IN MILK PRopuCTION IN 
THE CasBoTt-MaARSHFIELD AREA, VER- 
mont, by R. H. Allen, Erling Hole and 
R. L. Mighell. Washington, United States 
Department of Agriculture, 1940, $9 pp. 
This study undertakes to make an esti- 

mate of probable responses in the quantity 

of milk produced if prices should rise to a 

level 15 per cent higher relative to other 

prices, fall to a level 15 per cent lower, or 
remain relatively unchanged over a period 
of 10 years. It is thus a study of the elasticity 
of supply, attention being centered upon the 
longer-term aspects of the problem. The 
techniques and results obtained will be of 


interest to all who have worked with the 
statistical derivation of demand and supply 
curves. 


A Discussion OF ProposaLs FOR ADJUSTING 
oR CONTROLLING THE MILK SupPLy, WITH 
ParTICULAR REFERENCE TO THE New 
York Market, by Leland Spencer. 
Ithaca, New York State College of Agri- 
culture, 1940, 22 pp. (mimeographed). 


Recent governmental programs have 
tended to increase production in the New 
York milk shed. It is doubtful whether pro- 
duction controls on a national basis will be 
adopted within the next year or two. Any 
plan for production control in the New York 
milk shed alone must be fair to producers, 
must have due regard for the interests of a 
public whose consumption of milk already is 
too low from the standpoint of health and 
nutrition, must remember the limitations of 
price plans as controls over production, must 
avoid controversy among producers and 
serious effects upon consumption, must fit 
the conditions of supply and demand in this 
particular area, and must have a price sys- 
tem which is worked out with extreme care. 
It must also be remembered that no price 
plan can insure prosperity for dairy men, 
which must come from a better balance 
among farm prices, basic commodity prices, 
retail prices and wages and from a normal 
rate of business activity. 


Tue Story or LirHocrapny, by Lewis Cass 


Gandy, 16 pp. 


Published as a supplement to the Febru- 
ary, 1940, issue of the Lithographer’s Fournal, 
this pamphlet will be of great interest to 
teachers of advertising. About half of the 
publication describes the development of 
lithography, while the other half describes 
present-day processes. Excellent illustrations 
are used in profusion. 


MarketinG Commerc Lettuce, by Ray- 
mond J. Spangler. Washington, United 
States Department of Agriculture, 1940, 
81 pp. 

This detailed description will add an ex- 
cellent case study to the commodity shelves 
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of the marketing student’s library. It will be 
useful to teachers (both in and out of the 
field of agricultural marketing) for the illus- 
trations it gives of general marketing prob- 
lems as they look in the handling of a spe- 
cific commodity. 


DistrRiBuTION Costs—A New FRontTIER 
ror AccounTING, by Donald R. Longman. 
(Reprint from The Fournal of Accountancy, 
September, 1940.) 


Scientific sales management requires from 
the accountant profit-and-loss statements by 
products and by customers. It also needs 
data on the direct and indirect costs of the 
many services rendered to customers. To be 
fully useful as a guide to policy, however, 
profit-and-loss statements of this sort must 
be set up in terms of standard rather than 
actual costs. Costs are influenced by labor 
efficiency, plant utilization, the efficiency of 
operating routines and the financial strength 
or purchasing power of the enterprise, as well 
as by policies concerning products, cus- 
tomers, and the like. Only standard costs of 
distribution, costs which would exist if labor 
were completely efficient, if the plant were 
fully utilized, if the routines were the best 
possible for the job to be done, if the com- 
pany employed its purchasing power to its 
best advantage, may be allocated to prod- 
ucts, customers, and so on. Only when it be- 
comes clear that even under conditions of 
standard operating efficiency certain prod- 
ucts or customers are unprofitable or less 
profitable than they could be, is management 
really justified in altering its sales policies or 
in eliminating customers or units of sale 
which show a loss. Standard costs will also 
be useful directly to executives, and they 
will be helpful in establishing satisfactory 
financial budgets. 


ManuaL ON MERCHANDISE TRANSPORTA- 
TION: Metuops, Costs, Savines, by 
Leonard F. Mongeon. New York, National 
Retail Dry Goods Association, 1940, 169pp. 


This is a manual for the traffic managers 
of retail stores which will be of direct use 
primarily in large stores; but it describes 


many problems and procedures which will 
be of interest to small stores as well, if they 
receive or ship goods by common carriers. 
It will also be useful to teachers and others 
who work with transportation problems in 
either retailing or wholesaling. It discusses 
the work of traffic departments in retail 
stores and describes problems which arise 
and techniques used to solve them in routing 
and expediting shipments, paying and audit- 
ing transportation bills, placing and collect- 
ing claims of various kinds, and using in- 
surance. Included also are chapters on freight 
classification, tariffs and government regu- 
lation of carriers. 


Consumers and Their Ways 


Marketing research men will be interested 
in the description which has been published 
by the Farm Fournal and Farmer’s Wife of 
the survey of the farm market being con- 
ducted for it by the Market Research Cor- 
poration of America. The description just 
published carries the title How We Are 
Measuring the Farm Market and is available 
at the publication’s offices in Philadelphia. 
The study is based upon an inventory of 
possessions, followed by a daily record of 
purchases being obtained from 2000 farm 
families throughout the country. 

The first report based on the survey is also 
available as a 72-page booklet entitled Con- 
sumer Purchases, Cortland County, N. Y. It 
compares the purchasing habits of town, 
rural and farm families in this county on 
cosmetics, drugstore items, groceries, gro- 
cery-store items, tobacco, cameras, pens and 
pencils, wearing apparel, household equip- 
ment, automotive products and insurance. 

The Bureau of Home Economics has pub- 
lished the last of four reports on the income 
of the urban and village families included in 
the recent Consumer Purchases Study. This 
last report, which carries the title Family In- 
come and Expenditures: Southeast Region, 
Part 1, Family Income, Urban and Village 
Series, gives data on families in South Caro- 
lina, Georgia, North Carolina and Missis- 
sippi. The Southeast is the only region in the 
study in which information was obtained on 
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both white and Negro families. Separate 
studies were made of each one. 

Household budgets for the families of an 
executive, a clerk and a wage earner and for 
dependent children are presented in Quantity 
and Cost Budgets for Four Income Levels, a 
mimeographed bulletin of the Heller Com- 
mittee for Research in Social Economics of 
the University of California (75 cents). The 
publication continues the series started by 
the committee in 1932. A new budget has 
been added to the series in another mimeo- 
graphed report Quantity and Cost Budget for 
a Single Working Woman (15 cents). 

Three buying guides have been issued by 
the United States Department of Agriculture 
which will be of interest to many marketing 
students. These are: Women’s Dresses and 
Slips: A Buying Guide, by Clarice Louisba 
Scott; Electric Light for the Farmstead, School 
Lunches Using Farm Surpluses. 

A report on Fabric Identification in Dresses 
by the Merchandising Division of the Na- 
tional Retail Dry Goods Association (18 pp. 
mimeographed, $1.50 to non-members) will 
be of interest to those who wish to keep 
abreast of current developments in this area 
of consumer service. The report summarizes 
the answers of 628 department and specialty 
stores to questions concerning customer de- 
mand for fabric identification and the prac- 
tices of manufacturers and retailers in label- 
ing of this sort. 

In What the Consumer Says About the 
Painting of His House, the Commercial Re- 
search Division of the Curtis Publishing 
Company presents the results of interviews 
with 1741 consumers designed to find what 
their paint needs and uses are, the factors 
influencing them in deciding to paint and 
the brand of paint to use, the competition 
paint meets from other industries, and re- 
lated matters. 

The consumer movement and the con- 
sumer’s interest in retailing are appraised in 
The Distributor and His Customers, Chamber 
of Commerce of the United States (31 pp.). 
This pamphlet offers the formal speeches 
made and the remarks presented informally 
on this general subject at the Chamber’s 
meeting last May. 


Market Data 


The 1940 edition of Cleveland Market Data 
Handbook, by Howard Whipple Green, has 
been published by Real Property Inventory 
of Metropolitan Cleveland, Inc. It brings 
down through 1939 (and in some instances 
into 1940) statistical series of general interest 
to organizations which market goods in 
Cleveland. The topics covered include popu- 
lation, cost of living, employment and un- 
employment, pig iron production, tele- 
phones, automobile sales and registrations, 
transportation, postal receipts, bank de- 
posits, construction, relief expenditures, pub- 
lic finance and taxation. 

Market analysts, and especially those con- 
cerned with rural markets, will be interested 
in Rural Regions of the United States, by A. R. 
Mangus, a 230-page report published by the 
Division of Research of the Works Progress 
Administration. Mr. Mangus groups the 
country’s 3070 counties into 34 regions and 
218 subregions which can be clearly differ- 
entiated from each other on the basis of such 
factors as plane of living, population fertility, 
farm income, age distribution and mortgage 
debt. He also selects a small number of 
counties which can be used in setting up 
samples for the study of the various regions. 

An interesting attempt to forecast farm 
production by statistical methods which is 
well worth perusal by market statisticians is 
Computing the Milk Supply, by E. G. Misner, 
a 40-page mimeographed report published by 
the New York State College of Agriculture 
at Ithaca. Mr. Misner forecasts milk receipts 
at the larger milk plants in New York 
from May, 1940, to April, 1941, totalling 
§,922,000,000 pounds, if important factors 
continue to be “‘normal.”’ The study will also 
be of some interest to students of farm mar- 
kets who would welcome techniques for fore- 
casting agricultural purchasing power. 

Spurgeon Bell’s Productivity, Wages and 
National Income, which is must reading for 
those who work with data on the national 
income and its distribution, is summarized 
in a 21-page pamphlet published for free dis- 
tribution by the Maurice and Laura Falk 
Foundation, of Pittsburgh. 
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Advertising 


As a sequel to his widely read Advertising 
as a Career, Mark O’Dea has published 
Adlandia: An Advertising Quiz. It offers 34 
tests of 10 questions each which will give the 
user a pretty good idea of how much he 
knows about advertising history, processes, 
problems and practices. Mr. O’Dea offers the 
publication at $1.00 for single copies or 
60 cents in large lots. 

A second edition of the 4GMA Book of 
Grocery Advertising, which first appeared in 
1938, has been published by the Associated 
Grocery Manufacturers of America, Inc. 
Designed for retail grocers, it offers a large 
number of “tips” on effective advertising. 
About two-thirds of the space is given over 
to a compilation of copy lines and advertising 
slogans for the advertised brands of a large 
number of members of the association. 
Teachers will find it useful as an aid to stu- 
dents working on problems of advertising 
layouts and copy and as an example of trade- 
association promotion. 

Free Circulation, by Charles L. Allen, a 78- 
page booklet published by the Louisiana 
State University Press, offers useful material 
to those who are interested in problems of 
evaluating advertising media. As a subtitle 
indicates, it is ‘“a study of newspapers having 
free or controlled distribution.” Professor 
Allen made the study from the standpoint of 
the publisher, rather than the advertiser; but 
his conclusions will interest the advertiser. 
He finds that publishers of these papers are 
in general good business men who accept free 
distribution because they believe it is good 
business in their immediate situations, who 
will probably work into the paid-circulation 
lists in time, and whose service to readers 
(ranging from poor to excellent) is com- 
parable in quality with that of newspapers 
with paid circulations. 

Although it is in no sense an objective dis- 
cussion, The Case for Advertising, a 24-page 
reprint from Nation’s Business for July, 
1940, offers an interesting addition to the 
rapidly growing list of controversial items on 
advertising. Its illustrations will be useful to 
many teachers. 


Retailing 


The annual report of the National Auto- 
mobile Dealers Association, of Detroit, on 
operations of retail automobile dealers is now 
available for 1939. Published under the title 
N.A.D.A. Trade Survey, it tabulates in de- 
tail data received from 334 dealers on sales, 
margins, expenses and profits, with com- 
parisons for earlier years extending back to 
1934. As in the earlier years, the association 
finds that dealers on the average lose money 
on sales of cars and make their profits out of 
services and parts. The report is sold for $1. 

A series of articles on stock control plans 
in operation in Oregon stores is being pub- 
lished by the Oregon Merchants’ Magazine 
under the authorship of N. H. Comish. The 
first article entitled ‘““The Use of Stock Con- 
trol Systems in Oregon Stores” appears in 
the issue for October, 1940. 


Government and Business 


Mimeographed reports of the proceedings 
at the retailers’ conference held by the Na- 
tional Defense Advisory Commission last 
August will be worth looking into by those 
who wish to keep abreast of the impact of the 
defense program upon marketing. Attention 
at this conference centered upon preventing 

“unwarranted” price increases and main- 
taining the flow of goods to consumers during 
the emergency. Particular interest attaches 
to the talk by H. Gordon Selfridge, Jr., on 
“British Retailers’ Experience During the 
First Six Months of the War.” 

The American Retail Federation is issuing 
a series of mimeographed bulletins under the 
general title The Retailer and the National 
Defense. Three had been issued by the end 
of September. One discussed the retailer’s 
responsibilities in the defense program. The 
second considered the ways in which retailing 
and retailers may be affected by defense 
preparations. The third (issued in two parts) 
describes the effects upon retailers of war- 
time regulation of prices and distribution in 
Canada and Great Britain. 

In World War Activities of the Federal 
Trade Commission: 1917-1918, by Henry 


Miller, the Federal Trade Commission has 
published a brief report which will be of 
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interest both for historical purposes and for 
the light it throws upon possibilities during 
the present crisis. Of particular interest to 
students will be the list of unpublished re- 
ports of wartime cost-finding investigations 
given in the appendix. 

A brief description of the work done by the 
Council of States Governments, of Chicago, 
to combat interstate trade barriers and of its 
proposals for further action is available in the 
form of a statement made by the Council’s 
executive director Frank Bane before the 
Temporary National Economic Committee 
last March. A six-page bibliography is in- 
cluded. 

Two attacks on resale price maintenance 
by Q. Forrest Walker have been published in 
pamphlet form by R. H. Macy & Co. under 
the titles Monopolistic Aspects of the “‘Fair- 
Trade” Laws and The Consumer and the 
“Fair-Trade’”’ Laws. The arguments ex- 
pressed will be familiar to marketing men; 
but teachers will find the pamphlets useful 
for class purposes. 

The two-volume Brookings Institute study 
Government and Economic Life, by Leverett 
S. Lyon and others, has been summarized in 
a 66-page pamphlet for free distribution by 
the Maurice and Laura Falk Foundation, of 
Pittsburgh. 


Agricultural Marketing 


The Bureau of Agricultural Economics has 
published in Traffic Survey in the South Water 
Market, Chicago, June 3, 4 and 5, 1940 
(25 pp., mimeographed) a report which will 
be of direct interest to those concerned with 
improving conditions in the country’s large- 
city markets for fresh produce and of indirect 
interest to students of the traffic problems 
created by the rise of automobile and truck 
transportation. From an analysis of traffic, 
the report concludes that controls over park- 
ing and discontinuance of the practice of 
selling from trucks would be more effective 
in correcting the situation than would the 
establishment of a new terminal market for 
trucks coming in from the producing dis- 
tricts. 

Country auctions of fruits and vegetables 
have developed rapidly along the eastern sea- 


board during the last ten years. Their opera- 
tions are described in Some Facts Concerning 
Country Fruit and Vegetable Auctions in 
Eastern Seaboard States, by Edwin W. Cake, 
a $1-page pamphlet published by Cornell 
University. Mr. Cake considers the reasons 
for the growth of these auctions, the kinds of 
products maiketed, the kinds of buyers 
patronizing the auctions, and ownership 
organization. 

Long-time trends in the New York mar- 
ket’s sales of different types of milk and 
cream and variations in these sales due to the 
seasons, the days of the week, holidays, 
price changes and business conditions are 
analyzed by Charles J. Blanford in a 24-page 
booklet entitled 42 Analysis of Dealers’ Sales 
of Milk and Cream in the New York Market, 
7933-38. Mr. Blanford’s study has been pub- 
lished by Cornell University. 

Some Facts Concerning Competition Be- 
tween Apples and Other Fruits at Retail, New 
York City, August, 19379, by M. P. Rasmus- 
sen, F. A. Quitslund and E. W. Cake, is the 
first of three reports designed to supplement 
on a seasonal basis the data provided for the 
entire season 1937-1938 in the report by 
these authors published a year ago under the 
same title. Two subsequent reports will cover 
sales during November, 1939, and March, 
1940. Like the earlier reports, this one will be 
of interest to many students who have no 
direct interest in the apple industry, since it 
provides data (obtained largely from re- 
tailers) on sales, margins, spoilage, display 
techniques, credit and delivery in a wide 
variety of stores handling these products; on 
various problems encountered specifically in 
marketing apples; and on relations between 
family incomes and purchases of fresh and 
canned fruits. 


Agricultural Cooperatives 


A description of the operations of 98 grain 
cooperatives in Washington, Oregon and 
Idaho has been published by the Farm Credit 
Administration under the title Cooperative 
Grain Marketing by Local Warehouses and 
Elevators in the Pacific Northwest (44 p.). 
Written by Harry E. Ratcliffe, the report is 
of more than ordinary interest because of the 
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large part these organizations play in storing 
grain, as distinct from performing functions 
of buying and selling. In other sections, the 
local elevators do less storage than in the 
Northwest, where little grain is stored on the 
farms. The study is also of interest because 
of its description of difficulties which have 
arisen in marketing from an increase in the 
proportion of the crop harvested and handled 
in bulk rather than in sacks. 

A description of the work done by agri- 
cultural cooperatives in Indiana has been 
published by the Louisville Bank for Co- 
operatives. Written by French M. Hyre, this 
20-page bulletin is one of a series being pub- 
lished on cooperatives in various states under 
the auspices of the Farm Credit Adminis- 
tration. It carries the title Farm Co-ops in 
Indiana. 

Detailed financial and operating data for 
farmers’ elevators in Illinois are given in 
Financial Results of the Operations of Farm- 
ers’ Elevators in Illinois in 1938 and 1939, 
by L. J. Norton and G. W. Freemyer, a 
mimeographed report (30 p.) published by 
the University of Illinois College of Agri- 
culture. 


Public Relations 


Carl Byoir and Associates, of New York, 
have published for the Great Atlantic & 
Pacific Tea Company a series of five booklets 
based upon the evidence given by a large 
number of witnesses who appeared before a 
House Ways and Means subcommittee last 
spring in opposition to the Patman Bill. The 
booklets are of interest both for their con- 
tent and as an example of organized pub- 
licity. 

Business houses which distribute “‘educa- 
tional” materials to teachers in secondary 
schools will do well to consult Teacher Evalu- 
ation and Use of Selected Business-Sponsored 
Educational Materials, by Kenneth Dam- 
eron, a 40-page mimeographed publication of 
the Committee on Consumer Relations in 
Advertising. From conferences with a small 
group of teachers, Professor Dameron draws 
some conclusions concerning their prefer- 
ences as regards sources and types of such 
materials. 


International Trade 


Grain and Grain Products and Reciprocal 
Trade Agreements, published by the United 
States Tariff Commission, presents elaborate 
statistical data which will be of use to stu- 
dents who want to analyze the effects of 
these agreements upon imports and exports. 
The publication also summarizes in con- 
venient form the concessions on these prod- 
ucts given and received by the United States 
under the agreements. 

The Bureau of Foreign and Domestic 
Commerce has issued a second “revising 
supplement” to its 1932 handbook, The 
Shipment of Samples and Advertising Matter 
Abroad. 


The Brewing Industry 


A National Survey of the Brewing Industry, 
first published by the Research Company of 
America, New York, in 1939, has been made 
an annual, and the 1940 edition is now avail- 
able. It contains a wide variety of data on 
the industry as a whole and on individual 
companies. The price has been reduced from 
$25 to $10. 

The relative standings of the various 
brands of draught, canned and bottled beer 
in Philadelphia taprooms are recorded in 
Philadelphia Beer Survey, a mimeographed 
report published by the Philadelphia Jn- 
guirer. Comparisons are made between 1938 
and 1940. 


Market Research Sources 


The 1940 edition of Market Research 
Sources has been published by the Bureau of 
Foreign and Domestic Commerce. Market- 
ing men need no introduction to this stand- 
ard reference work, since they are familiar 
with earlier editions. The present volume 
carries references to research data issued 
during the years 1937-1939. Rachel Brether- 
ton has again prepared the volume, which 
runs to 236 pages. 


Personnel Relations 


Executive officers in large distributive 
organizations will find ideas of interest de- 
veloped in Employee Relations Policies: How 
to Make Them Specific, by G. B. Hattersley, 
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a bulletin published by the American Man- 
agement Association. Mr. Hattersley, who is 
operating vice-president of Sears, Roebuck 
and Company, draws his ideas from the 
policies of that company. 


Sales Budgets 


A detailed description of the system used 
by the Bausch and Lomb Optical Company 
to forecast sales and to budget selling costs 
upon the basis of these forecasts will be found 
in Budgeting Sales and Selling Costs, by E. S. 
La Rose, a 24-page bulletin of the American 
Management Association (75 cents). Mr. La 
Rose says that the sales forecasting system 
used has exceeded a Io per cent margin of 
error only once in the last 13 years (1932) 
and has held within § per cent for eight of 
these years. 


Sales Compensation Plans 


Teachers of salesmanship who want an 
example of a sales compensation plan for use 
in the class room will find an interesting one 
in New Horizons in Commission Selling, 
39-page booklet published by the North- 
western National Life Insurance Company, 
of Minneapolis. It describes the plan used by 
the company under which commissions on 
renewals vary according to the proportion of 


the original business renewed. The publica- 
tion is also of interest as an item used in 
recruiting salesmen. 


Sales Manual for Toys 


The third edition of 4 Sales Manual for 
Toys and Playthings has been published by 
the Toy Manufacturers of the U.S.A., Inc., 
New York. It will be of interest to marketing 
men as an example of a training manual for 
retail sales clerks and as a piece of trade- 
association promotion. 


Truck Costs 


Four Years of Motor-Truck Cost Studies, 
by R. C. Ashby, University of Illinois College 
of Agriculture (9 pp., mimeographed), pre- 
sents data for 1936-1939 on costs of trans- 
porting agricultural commodities by truck. 


Standardization 


Standards for Appearance of Cotton Yarn, 
by Malcolm E. Campbell (8 pp., processed), 
summarizes the work done in this area by the 
Agricultural Marketing Service of the United 
States Department of Agriculture, from 
which it is available. It will be useful to 
teachers as a short example of the procedures 
used in establishing and using standards of 
quality for manufactured goods. 
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The Chicago meeting of the American 
Marketing Association was held at the Ste- 
vens Hotel on Dec. 26-28. Every session was 
well attended. At a business meeting on the 
afternoon of Friday, Dec. 27th, the official 
reports showed a continued growth of the 
association. Membership on January 1, 1940, 
was 773 and had grown to a net paid mem- 
bership of 850 by December 15th. During the 
year, 166 new members were admitted while 
89 persons were unable to continute active 
membership. Since December 15th, a number 
of additional new members have entered our 
group and a considerable growth is expected 
in 1941. 

The report of the Treasurer and the Busi- 
ness Manager of THE JOURNAL OF MARKETING 
showed that the combined balance sheet of 
the American Marketing Association and 
THE JOURNAL OF MARKETING was favorable. 
During the year, the capital of the Associa- 
tion increased from $3,802.64 to $4,263.91, 
showing an increase of $461.27. These figures 
represent bank balances except for accounts 
receivable of $51.66 which are held by THE 
JOURNAL OF MARKETING. All bills of A.M.A. 
and the yourNAL are paid. The yournaL had 
234 paid non-member subscribers on De- 
cember 1sth, an increase of 34, and carried 
25 pages of paid advertising during 1940. 

The operation of the Association and THE 
JOURNAL OF MARKETING were sufficiently 
successful to warrant the Board of Directors 
to authorize the Editor-in-Chief of the jour- 
NAL to prepare a proceedings issue for the 
December 1940 sessions and to plan to re- 
produce the papers given at the Spring 1941 
sessions. The policy of offering fifty reprints 
of major articles to authors at a flat price of 
$2.00 was also continued. 

The Teller’s Committee composed of Ira 
D. Anderson, Robert N. McMurray, and 
Sam Teitelman (Chairman), reported the 


following elections for 1941: President: 
Howard T. Hovde of the University of Penn- 
sylvania; Vice-Presidents: Archibald Cross- 
ley of Crossley, Inc., and Alvah B. Wheeler 
of the McGraw-Hill Company; Treasurer: 
Howard Whipple Green of Cleveland; Sec- 
retary: Albert Haring of Indiana University; 
Editor-in-Chief of THE JOURNAL OF MARKET- 
inc: Ewald T. Grether of the University of 
California; Directors: Robert Arkell of the 
J. L. Hudson Company, Ralph Cassady, Jr., 
of the University of California at Los Ange- 
les, and Philip Salisbury of Sales Manage- 
ment. The remaining officers for 1941 who 
were not subject to election at the recent 
voting are: Directors: Robert F. Elder of 
Lever Brothers, Arthur B. Gunnarson of the 
Chamber of Commerce of the United States, 
and Dudley M. Phelps of the University of 
Michigan. President for 1940, Donald R. G. 
Cowan of the Republic Steel Corporation, re- 
tires ex-officio into a directorship. 

The official business meeting was held late 
Friday afternoon. Various committees re- 
ported both orally and in written form. The 
membership received these reports favor- 
ably. Howard T. Hovde moved (seconded 
by Victor H. Pelz) that the secretary be in- 
structed to write an official letter to the 
editorial board of the JouRNAL to express the 
appreciation of the association for the ex- 
cellent work which it had done. Retiring 
Editor-in-Chief Roland S. Vaile was specifi- 
cally mentioned in the discussion as having 
contributed generously of his time in im- 
proving the jourNAL. The recent admission 
of the Boston and Indianapolis Chapters to 
the American Marketing Association was 
announced. 

Previous to the business meeting (Friday 
afternoon), an informal discussion was held 
(Thursday afternoon) on the report of the 
Committee on Professional Status. A great 
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many opinions were aired at the informal 
discussion and the business meeting. C. C. 
Chapelle proposed (seconded by Sam Teitel- 
man) the following motion: 

Whereas: All the problems involved in prompting the 


public recognition of the profession of marketing are ex- 
tremely difficult and complex in their present stage; and 


Whereas: The national committee on Professional Sta- 
tus has made excellent progress in preparing and pre- 
senting a highly constructive program to the member- 
ship of the Association for their consideration. 


Resolved: That the American Marketing Association 
through its presiding officer extend a vote of thanks and 
congratulations for their excellent work to the Commit- 
tee on Professional Status. 


The above motion was enthusiastically ap- 
proved. C. C. Chapelle (seconded by Paul D. 
Converse) then moved: 

(a) That a larger working committee be appointed by 
the Board of Directors with due regard to geo- 
graphical and occupational considerations. 

(b) That the larger working committee draw up a con- 
stitution for the proposed American Institute of 
Marketing and also a proposed budget. 

(c) That the report of this working committee be sub- 
mitted to the Board of Directors for consideration 
and decision as to its submission to the entire mem- 
bership by mail vote. 

H. H. Maynard suggested that the larger 

working committee might more advisedly 

report to the December 1941 business meet- 

ing than to the Board of Directors. Paul D. 

Converse then moved (seconded by H H. 

Maynard) that (c) of the proposed motion 

be changed to read: 

(c) That the report of this committee be submitted to 
two consecutive business meetings of the association 


before being sent to the entire membership by mail 
ballot. 


Ferdinand C. Wheeler and Hugh E. Ag- 
new of the Committee on Professional Sta- 
tus were reluctant to delay action in the man- 
ner suggested by the motion and its amend- 
ment. A number of members participated in 
the discussion which followed. Among those 
taking part were Roland S. Vaile, Leon 
Bosch, Nelson S. Seubert, Victor H. Pelz, S. 
F. Townsend, C. C. Chapelle, H. H. May- 
nard and Paul D. Converse. When President 
Cowan eventually called for a vote by hands, 
the amendment to the motion was carried. 
Later the amended motion was also passed. 

Roland S. Vaile then proposed (seconded 


by Victor H. Pelz) that the Board of Direc- 
tors appoint the working committee, in so far 
as practicable, through the use of the tech- 
nique proposed by the Committee on Pro- 
fessional Status for starting the American 
Institute of Marketing. At a meeting held 
Friday evening, the Board of Directors au- 
thorized the appointment of the working 
committee, as follows: 

By unanimous agreement of its own three members 
(Hugh E. Agnew, Paul T. Cherington and Ferdinand C. 
Wheeler), the original Committee on Professional Sta- 
tus shall choose five other A.M.A. members whose qual- 
ifications for Institute membership are believed to be 
beyond question. These eight will then choose unani- 
mously ten more A.M.A. members of unquestionable 
eligibility, making a total of eighteen. These eighteen 
will then choose, by unanimous approval, twelve more 
members similarly qualified, bringing the total to thirty. 
These thirty members shall compose the Working Com- 
mittee on Professional Status. 


Various opinions about the report of the 
Committee on Professional Status were given 
by members. In general, the members at the 
Chicago meeting approved the idea of an 
American Institute of Marketing in almost 
unanimous fashion. The differences of opin- 
ion were largely with respect to procedure 
and techniques of organization. It is hoped 
that real progress can be made by the Work- 
ing Committee. 


PERSONAL NOTES 


The 1940 President of A.M.A., Donald 
R. G. Cowan, has resigned his post at Swift 
& Company to become Manager of Commer- 
cial Research at the Republic Steel Corpora- 
tion, Cleveland, Ohio. 

Robert D. W. Bartels is temporarily leav- 
ing the University of Washington to teach 
marketing as a Lecturer at the University of 
California. 

Professor H. A. Frey of the University of 
Toledo reports that his University has spon- 
sored a Marketing Institute which consists of 
fourteen weekly meetings from Oct. 7th 
through Jan. 20th. Leading men in the mar- 
keting field are brought in to give lectures 
for the benefit of students and Toledo busi- 


ness men. 
The following new members have been 
welcomed to our group since October 1, 1940: 
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Quincy Adams, Dun & Bradstreet, Inc., 
New York; George H. Allen, Radio Station 
WOR, New York; George A. Ballentine, 
Columbia University, Nutley, New York; 
Elmer L. Beeler, Indiana Bell Telephone 
Company, Indianapolis; Wells V. Bishop, 
Carter, Bishop and Regenstrief, Indian- 
apolis; Merwyn G. Bridenstine, Butler Uni- 
versity, Indianapolis; Harry Britan, John 
Deere Plow Company, Indianapolis; Ralph R. 
Butler, Kendall Company, Walpole, Massa- 
chusetts; Charlton N. Carter, Carter, Bishop 
& Regenstrief, Indianapolis; Russell L. 
Chrysler, University of Cincinnati, Cincin- 
nati; John A. Cooper, Cue Publishing Com- 
pany, New York; S. E. Daley, B. Forman 
Company, Rochester, New York; Charles J. 
Dirksen, University of Santa Clara, San 
Jose, California; Richard L. Edsall, James 
Thomas Chirurg Company, Boston; Francis 
Elvinger, Belmont, Massachusetts; Scott 
Faron, Glass Container Association, New 
York; E. J. Fick, Stix, Baer and Fuller 
Company, St. Louis; John R. Field, Uni- 
versity of Michigan, Ann Arbor, Mich- 
igan; Mrs. Louise Field, Twentieth Century 
Fund, New York; Neal ,Gilliatt, Indiana 
University, Bloomington, Indiana; Bernard 
Gould, Gillette Safety Razor Company, 
Boston; Edward L. Hutton, Indiana Uni- 
versity, Bloomington, Indiana; Herbert 
Jackson, Strawbridge & Clothier, Philadel- 
phia; John E. Jeuck, Miami University, Ox- 
ford, Ohio; R. P. Jewell, The Studebaker 
Corporation, South Bend, Indiana; Josiah 
B. Keeney, Editor and Publisher Co., Inc., 
New York; Arthur Kroeger, University of 
Idaho, Moscow, Idaho; Irving H. Kurzman, 
New York; Roger D. Long, Magazine Mar- 
keting Service, New York; Josephine A. 
Lowrie, The F. & R. Lazrus Company, Co- 
lumbus, Ohio; Ben Lunt, The Package Ad- 
vertising Company, New York; L. E. Mc- 


Givena, L. E. McGivena Co., Inc., New 
York; Samuel C. McMillian, Chicago Junior 
Colleges, Chicago; Harry B. Marsh, The 
Perfect Circle Company, Hagerstown, Indi- 
ana; Perry H. Meyers, R. H. Macy & Co., 
Inc., New York; H. T. Miiler, Diamond 
Match Company, New York; F. Byers 
Miller, Ohio State University, Columbus, 
Ohio; Louis T. Montant, Jr., Schenley Dis- 
tillers, Inc., New York; Edwin L. Morris, 
Graton & Knight Company, Worcester, 
Massachusetts; Arden B. Olsen, Arizona 
State College, Flagstaff, Arizona; Victor W. 
Pickard, Joseph Horne Company, Philadel- 
phia; Richard Rodman, Bloomingdale’s New 
York; John R. Sargent, Westinghouse Elec- 
tric & Mfg. Company, New York; R. R. 
Sharrock, University of Cincinnati, Cincin- 
nati; T. Mills Shepard, Daniel Starch, New 
York; Derrick A. Sherman, Standard Gar- 
ment Company, New York; Ernest H. Shi- 
deler, U. S. Department of Agriculture, W. 
Lafayette, Indiana; Eldon C. Shoup, F. H. 
Palmer Company, Inc., Boston; Carl M. 
Smalheer, R. Heller & Associates, Cleveland, 
Ohio; Brooks Smeeton, Indiana University, 
Bloomington, Indiana; Harold P. Smith, 
Bureau of Foreign and Domestic Commerce, 
Boston, Massachusetts; Ralph Taylor, 
Scripps-Howard Newspapers, New York; 
Robert R. Taylor, Bullock’s, San Marino, 
California; Alfred C. Thompson, Retail Re- 
search Association, New York; Leonard 
Tingle, the Butterick Co., Inc., New York; 
Edward L. Van Riper, Sidener & Van Riper, 
Inc., Indianapolis; Allan H. Warne, Indiana 
Bell Telephone Company, Indianapolis; 
Norwood Weaver, Magazine Marketing Serv- 
ice, New York; Harold R. Weinberg, Thal- 
himer Bros., Inc., Richmond, Virginia; Ed- 
win Wigglesworth, New York University, 
New York; James R. Young, University of 
Chattanooga, Chattanooga, Tennessee. 
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